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SENATE-Thursday, December 10, 1987 
December 10, 1987 

<Legislative day of Tuesday, December 8, 1987) 

The Senate met at 9 a.m., on the ex
piration of the recess, and was called 
to order by the Honorable TIMOTHY E. 
WIRTH, a Senator from the State of 
Colorado. 

PRAYER 
The Chaplain, the Reverend Rich

ard C. Halverson, D.D., offered the fol
lowing prayer: 

Let us pray: 
Righteousness exalteth a nation: but 

sin is a reproach to any people.-Prov
erbs 14:35. 

Eternal God, perfect in truth and 
justice and righteousness, history 
records that no great nation or empire 
has been defeated by force from with
out before it had been destroyed by 
moral decay from within. Whether the 
great Roman Empire with its deified 
Emperor and powerful Senate-and its 
legions deployed throughout the 
known world-or a tiny city state like 
Sodom, moral rot was their destruc
tion. Righteous Lord, we profess to be 
the richest, most powerful nation in 
the world, with mighty military 
strength. Yet, casual sex, abortion, 
pornography, and chemical addiction 
and dependency, greed and the lust 
for power infect our culture epidemi
cally. Moral and spiritual anarchy 
weaken us nationally despite our un
precedented wealth and military 
might. Gracious Father, help us to see 
that there is no substitute for truth, 
for moral and spiritual health, for jus
tice. Save us from the relativism which 
abandons the absolutes which guaran
tee strength and peace. We pray this 
in the name of Jesus, the Man of 
Peace and lover of all. Amen. 

APPOINTMENT OF ACTING 
PRESIDENT PRO TEMPORE 

The PRESIDING OFFICER. The 
clerk will please read a communication 
to the Senate from the President pro 
tempore [Mr. STENNIS]. 

The legislative clerk read the follow
ing letter: 

U.S. SENATE, 
PRESIDENT PRO TEMPORE, 

Washington, DC, December 10, 1987. 
To the Senate: 

Under the provisions of rule I, section 3, 
of the Standing Rules of the Senate, I 
hereby appoint the Honorable TIMOTHY E. 
WIRTH, a Senator from the State of Colora
do, to perform the duties of the Chair. 

JOHN C. STENNIS, 
President pro tempore. 

Mr. WIRTH thereupon assumed the 
chair as Acting President pro tempore. 

OMNIBUS BUDGET 
RECONCILIATION ACT OF 1987 
The ACTING PRESIDENT pro tem

pore. Under the previous order, the 
Senate will now resume consideration 
of the pending business, S. 1920, which 
the clerk will report. 

The legislative clerk read as follows: 
A bill <S. 1920) to provide for reconcilia

tion pursuant to section 4 of the concurrent 
resolution on the budget for fiscal year 1988 
<H. Con. Res. 93, lOOth Congress). 

The Senate resumed consideration 
of the bill. 

MORNING BUSINESS 
Mr. PROXMIRE. Mr. President, I 

ask unanimous consent that I may 
proceed for not to exceed 5 minutes, as 
in morning business. 

The ACTING PRESIDENT pro tem
pore. Without objection, it is so or
dered. 

LET'S CHANGE THE INF TO THE 
VERIFICATION ADVANCEMENT 
AGREEMENT 
Mr. PROXMIRE. Mr. President, my 

nomination for the most unjustified 
rap of the year is the criticism of the 
INF Treaty because it is alleged to 
leave Western Europe open to conven
tional attack by the U.S.S.R. This Sen
ator strongly favors the INF Treaty. I 
will support its ratification with en
thusiasm. I would acknowledge, how
ever, that it has no significant effect 
in reducing medium-range or short
range nuclear missiles in Europe. 

To listen to the conservative critics 
of this agreement, one would believe 
that we are leaving NATO without nu
clear defenses. They're wrong. We are 
not. Oh, sure, we are removing nuclear 
weapons that could deliver a devastat
ing punch to Soviet troops if those 
troops should achieve blitzkrieg break
through in a sudden invasion of West
ern Europe. The argument runs that, 
absent a credible local nuclear re
sponse, the vast superiority of Soviet 
tanks, helicopters, artillery, and troops 
could push through Western Europe 
the way Hitler did in a few days in 
1940. In a television interview on De
cember 4, President Reagan contended 
that tactical nuclear weapons still re
maining in Europe would stop such a 
Soviet blitzkrieg. The President may 
or may not have been right. Tactical 
nuclear weapons undoubtedly could be 
an important part of the defense of 
Western Europe. But these mininukes 
have far less power and punch than in-

termediate- and short-term nuclear 
weapons. Also, they have to be deliv
ered "in close" in Western Europe 
where they would destroy not only the 
cities they were presumably defending, 
but also the people of Western Europe 
they were designed to protect. 

Does that mean the removal of 
medium-range missiles from Western 
Europe leaves this vital area of free
dom defenseless? Mr. President, a 
story in the December 6 New York 
Times by Richard Halloran does not 
purport to deal with the INF Treaty, 
but it provides the strongest argument 
this Senator has read that after the 
INF Treaty becomes law and interme
diate missiles have been removed, 
Western Europe will continue to have 
as strong a nuclear response to deliver 
as ever. How can this be? Here's how: 
The fact is, Mr. President, that this 
country has about one-half of our 
entire nuclear deterrent, more than 
5,000 nuclear warheads, based on sub
marines. Some of those submarines 
carry cruise missiles armed with nucle
ar warheads. It is the ground-launched 
cruise missiles along with the Pershing 
II medium-range missiles that are now 
banned by the INF Treaty which 
President Reagan and Secretary Gor
bachev signed on December 8. 

The submarine-based cruise missiles 
can move right in and take over the 
precise mission that the land-based 
Pershings were to perform. They gen
erally have a medium range-that is 
1,500 miles. That can easily be ex
tended to 3,000 miles. They have the 
advantage over the land-based missiles 
that the submarine version is both in
visible and mobile. With submarines 
plying the eastern Atlantic, the Baltic 
Sea, the Mediterranean as well as the 
Pacific, these NATO submarines can 
perform the same mission as the mis
sile removed by the INF agreement in 
response to a Soviet invasion of West
ern Europe. There is a difference. The 
difference is that the submarine-based 
nuclear missiles can strike with rela
tive impunity, because they are invisi
ble. They are also very hard to track. 
Of course, the Soviets, too, have their 
submarine-based cruise missiles that 
can easily reach Western Europe. 

So what does the INF Treaty accom
plish? It accomplished a great deal, 
but the effective elimination of 
medium-range nuclear weapons from 
Western Europe is not one of its 
achievements. Nuclear weapons will 
still be there. They will be on both 
sides. They will continue to serve their 

e This "bullet" symbol identifies statements or insertions which are not spoken by a Member of the Senate on the floor. 
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deterrent purpose. They will keep the 
peace. They will keep the peace by 
posing the terrible threat of mutual 
annihilation if a superpower war 
should break out in Europe. 

So let me repeat. What did the INF 
Treaty accomplish? It accomplished 
an extraordinary agreement on verifi
cation. It achieves far and away the 
most searching and thorough on-the
spot inspection that has ever been ne
gotiated. The verification goes even 
further. More important than the on
the-spot verification is an agreement 
to open up more than 100 nuclear mis
sile production and deployment sites 
for satellite inspection-not only in all 
of Eastern Europe and the Soviet 
Union but also in Western Europe and 
the United States. Since there is no re
duction of intermediate nuclear weap
ons, the verification in this case would 
ordinarily mean little. But as a prece
dent to be applied for the major reduc
tions on both sides of strategic nuclear 
weapons and especially to verify the 
reduction of conventional arms, it rep
resents excellent progress. In fact, 
Jonathon Schell, in an article in the 
December 6 Washington Post has said 
that the treaty might well be renamed 
the "On-Site Inspection Agreement." 
Schell is almost right. Satellite inspec
tion is so much more important than 
onsite inspection that it should be re
named simply "The Verification Ad
vancement Agreement." 

Mr. President, I ask unanimous con
sent that the article by Richard Hal
loran in the December 6 New York 
Times be printed at this point in the 
RECORD. 

There being no objection, the article 
was ordered to be printed in the 
RECORD, as follows: 

CFrom the New York Times, Dec. 6, 1987] 
CRUISE MISSILES: A WIDER RANGE AND A 

NARROWER AIM 
<By Richard Halloran) 

WASHINGTON.-During a voyage off the 
Soviet Union's east coast last year, the bat
tleship New Jersey and other ships simulat
ed launching more than 300 cruise missiles 
at Soviet targets. With computers and crew 
drills, the battle group pretended to fire at 
the aircraft carrier Minsk and 26 other war
ships, at Soviet ports and airfields on the 
Sea of Japan, the Sea of Okhotsk and the 
Bering Sea, and at command posts, commu
nication centers and munitions depots well 
inland. 

Officers in the New Jersey battle group 
reported to Washington that they believed 
the Russians never detected their ships and, 
had the launchings been real, they would 
never have known what had hit them. 

Cruise missiles, none of which have yet 
been fired in anger, are the most lethal of a 
new and potentially revolutionary category 
of arms called standoff weapons. Basically, 
standoff weapons can be slung at a target 
from so far away that the launch platform, 
which could be a submarine, ship, airplane 
or ground base, is not exposed to fire from 
the target. 

It is the ground-launched version of the 
cruise missile, along with the Pershing II 
medium-range ballistic missile, that would 

be banned under the arms control treaty 
President Reagan and the Soviet leader, 
Mikhail S. Gorbachev, are scheduled to sign 
Tuesday. 

But ground-launched types are but a 
small portion of the American arsenal of 
cruise missiles. Sea-based cruise missiles 
with conventional, high-explosive war-heads 
are aboard American warships near the Per
sian Gulf today and could be used to de
stroy refineries, naval bases or military com
mand centers in Iran. If the treaty takes 
effect, B-52 bombers carrying air-launched 
cruise missiles with nuclear warheads may 
go on alert in the United States to take up 
the deterrent role now played by ground
launched missiles in Western Europe. 

The Soviet Union has sea-launched cruise 
missiles and is building air-launched ver
sions, but they are not believed to be as ac
curate or consistent as those of the United 
States. The Russians have concentrated 
more on building and improving ballistic 
missiles of all ranges. 

However launched, the Pentagon's cruise 
missile is a $2-million flying torpedo with 
brains. It is powered by a small engine, its 
20-foot frame kept aloft with stubby wings, 
and it finds its way with advanced naviga
tion, keen sensors and a map programmed 
into its computer. Generally, these missiles 
can be fired 1,500 miles from a target and 
strike within 20 to 30 feet of it. The Navy 
has scored 64 hits in 76 test shots. 

A cruise missile fired from a submarine off 
the coast of Newfoundland in Canada, for 
instance, could be programmed to cross the 
beach just north of Cape Ann, Mass., curve 
west to slip over the Berkshire Mountains, 
turn south along the Hudson River, pop up 
over the Palisades, glide between the goal 
posts at Giants Stadium in the Meadow
lands and explode over the 50 yard line. The 
flight would take about an hour. 

Because they fly just 30 or 40 feet above 
the ground, they are extremely difficult to 
track by radar. At 550 miles an hour, they 
move in and out of anti-aircraft missile 
range before gunners can fire at them. They 
can be instructed to attack from any direc
tion. In short, defenses against cruise mis
siles are largely nonexistent. 

FLYING FARTHER, HITTING CLOSER 
Under development are cruise missiles 

with a 3,000-mile range, double that of 
today's missiles; at least one has been fired 
from a submarine, though it is expected to 
take more than five years to produce oper
ational versions. 

A still more important development is a 
laser guidance system that will enable a mis
sile to hit within inches of the target. The 
missile that can thread the goal posts today 
would be able to hit the crossbar tomorrow. 
That precision is not especially important 
for cruise missiles armed with nuclear war
heads, but pinpoint accuracy can make a 
missile with a nonnuclear warhead effective 
against many targets. 

The Air Force has so far stuck with nucle
ar warheads. But the Navy is concentrating 
on cruise missiles with conventional war
heads. This will most likely complicate 
future arms control negotiations, because 
only a specialist up close can tell the differ
ence between a nuclear and a conventional 
cruise missile. 

The Navy has been arming ships and sub
marines with Tomahawk cruise missiles 
since 1983; it began deploying them with 
conventional warheads two years later. By 
the end of the 1987 fiscal year Sept. 30, the 
Navy had bought 338 cruise missiles with 
nuclear warheads and almost 700 with con-

ventional warheads. In the current fiscal 
year, the Navy plans to buy only 19 nuclear 
cruise missiles but 456 carrying high explo
sives. 

The reason? Navy officers say the nuclear 
missiles aren't useful except as a deterrent, 
while those with high-explosive warheads 
may well be needed. One submarine armed 
with Tomahawk cruise missiles, they say, 
could have mounted the 1986 raid on Libya, 
which took dozens of Navy and Air Force 
planes, one of which was shot down. 

"Cruise missiles," said one officer, "don't 
get pilots killed or captured." 

Mr. PROXMIRE. Mr. President, I 
suggest the absence of a quorum. 

The ACTING PRESIDENT pro tem
pore. The clerk will call the roll. 

The legislative clerk proceeded to 
call the roll. 

Mr. FOWLER. Mr. President, I ask 
unanimous consent that the order for 
the quorum call be rescinded. 

The ACTING PRESIDENT pro tem
pore. Without objection, it is so or
dered. 

Mr. FOWLER. Mr. President, I ask 
unanimous consent that I may be per
mitted to speak for 10 minutes as if in 
morning business. 

The ACTING PRESIDENT pro tem
pore. Is there objection? The Chair 
hears none. Jt is so ordered. 

The Chair recognizes the Senator 
from Georgia. 

THE INF TREATY 
Mr. FOWLER. Mr. President, the 

signing of the INF Treaty by Presi
dent Reagan and General Secretary 
Gorbachev is a small but significant 
step in advancing America's national 
security and the security of the people 
of the world. It is a small but, I be
lieve, significant step back from the 
nuclear abyss. 

At the same time, what is perhaps 
most important about the signing of 
the INF Treaty is the challenge and 
the opportunity that it presents for 
the future. It is a challenge in that the 
weapons to be destroyed under its pro
visions represent only a tiny fraction 
of the strategic and conventional arse
nals in the world. And, indeed, by ef
fectively raising the nuclear threshold 
through the elimination of one class 
of nuclear weapons, this agreement 
makes it even more imperative that 
the conventional force imbalance in 
central Europe be addressed. 

The INF Treaty also represents a 
golden opportunity for achieving even 
more important security enhancing 
agreements in such areas as long
range strategic forces-that is, the 
ST ART talks-chemical weapons and 
conventional forces. 

The INF Treaty negotiated by Presi
dent Reagan establishes a number of 
important precedents that are essen
tial to achieving success in these other 
fields. For the very first time, Mr. 
President, the Soviet Union has ac
cepted intrusive onsite inspections to 
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verify its compliance with the provi
sions of the treaty. Also, the language 
on compliance is more detailed and 
less open to conflicting interpretations 
than ever before. 

Without adequate verification, nei
ther the American people nor the 
United States Senate could accept an 
arms control agreement with the 
Soviet Union, no matter how impres
sive its other provisions. Second, the 
INF Treaty actually produces a reduc
tion in weapons, not a controlled in
crease. And, third, this agreement 
deals with existing force imbalances 
by requiring far greater reductions on 
the part of the country which had the 
favorable balance-that is the Soviet 
Union-rather than requiring propor
tionate reductions by each side. 

Thus, in this case-and all of my 
fellow Americans ought to know this
the Soviets are to destroy 1,752 mis
siles; the United States, 859. 

I want to off er my congratulations 
to President Reagan and his adminis
tration, who successfully concluded 
this agreement. We also ought .to con
gratulate former President Carter, 
who forged the bipartisan consensus 
behind the so-called policy of deploy
ing United States INF forces in 
Europe as a counter to widespread 
Soviet deployment of such weapons, 
while pursuing negotiations to elimi
nate these weapons. And we also 
ought to congratulate the American 
people, who stood behind the Presi
dent and the Congress; and congratu
late our allies, who stood behind this 
policy, and sometimes at great politi
cal costs. 

While I am very encouraged by the 
signing of this treaty, as I have al
ready pointed out there are several 
cautions in order. 

First, the weapons which would be 
eliminated by the INF Treaty are a 
very small part of the nuclear arsenals 
of the United States and the Soviet 
Union. More significant agreements on 
long-range or space-based nuclear 
weapons are yet to come. 

Second, raising the nuclear thresh
old does place a greater importance on 
deterrence by conventional force read
iness. Most especially, this is a chal
lenge to our NATO allies to improve 
their conventional capabilities. 

As 1 of 100 U.S. Senators, I do look 
forward to fulfilling my constitutional 
duty to thoroughly and carefully 
review the provisions of the INF 
Treaty and the negotiating record. We 
have a duty to make sure that any 
treaty we approve is verifiable and fur
thers the security interests of the 
United States of America. 

But let me make it clear that from 
what I have seen to date, the critics of 
this treaty have the burden of proof in 
demonstrating why an agreement 
which requires the Soviet Union to 
surrender a 2-to-1 advantage in a 
whole category of nuclear weapons, 

which establishes effective procedures 
for verification and which is supported 
by our European allies, is not in the 
best interests of the United States of 
America. 

Last, Mr. President, my only regret 
is that as the General Secretary Gor
bachev and the Soviet leadership leave 
the United States today, they were 
unable to leave the city of Washington 
and get out into our country and see a 
little bit of the character of the Amer
ican people. I wish that Secretary Gor
bachev had been able to go to individ
ual States, visit smaller communities, 
go into a real church of worship and 
see the number of people who were 
praying for him and President 
Reagan, to see the number of our 
fellow citizens who are praying for 
Christians and Jews within the Soviet 
Union, praying they might have an op
portunity to worship as they please 
and travel as they please. Then he 
would understand that the hopes of 
Americans are for a true and lasting 
peace based on respect for differences 
in our systems, but based also on a 
belief that we can work out our differ
ences. Yes, that can happen if the 
American people and the people of the 
Soviet Union are allowed to face those 
differences honestly, and across the 
table rather than across the barrel of 
a gun. 

In short, Mr. President, I would have 
liked Mr. Gorbachev to have seen that 
the national strength of this country 
is not only in missile silos but in grain 
silos. Mr. Gorbachev looked into the 
bleary eyes of our arms negotiators. I 
wish he had looked into the clear eyes 
of men and women who work for a 
living in this country, who invest, who 
save for the future-and who want 
only for their children, that they may 
live in a world free from the threat of 
a nuclear holocaust. 

The national strength of this coun
try is not only in our defense systems, 
as important as those may be. The na
tional strength of our country is in the 
character of the men and women who 
work to feed us, to clothe us, to raise 
our families. They make up the Ameri
can character of which I am so proud. 

Come back soon, Mr. Gorbachev, 
and see the real America. We think 
you will like what you see. We know 
that you will be impressed by the de
termination behind our character. 
Only then will you see and have a true 
understanding of what we in America 
describe as the American spirit and 
the American ethic. 

I thank you, Mr. President. 
Mr. DOLE. Mr. President, I suggest 

the absence of a quorum. 
The ACTING PRESIDENT pro tem

pore. The clerk will call the roll. 
The legislative clerk proceeded to 

call the roll. 
Mr. PRESSLER. Mr. President, I ask 

unanimous consent that the order for 
the quorum call be rescinded. 

The ACTING PRESIDENT pro tem
pore. Without objection, it is so or
dered. 

Mr. PRESSLER. Mr. President, I ask 
unanimous consent to speak for 5 min
utes on a separate subject. 

The ACTING PRESIDENT pro tem
pore. Without objection, it is so or
dered. 

The Senator from South Dakota is 
recognized for 5 minutes. 

THE ROLE OF THE SENATE IN 
TREATY RATIFICATION 

Mr. PRESSLER. Mr. President, in 
the limited time available to me this 
morning, I would like to summarize 
the steps the Senate must take regard
ing the INF Treaty. I am indebted to 
the experts of the the Congressional 
Research Service from whose study, 
"Treaties and Other International 
Agreements: The Role of the U.S. 
Senate," I will quote liberally. I be
lieve the Senate has an important and 
positive role to play in treaty ratifica
tion, through the consideration of 
amendments, reservations, or some 
other conditions. The Senate has a 
very important constitutional role 
that is somewhat misunderstood in 
some circles. It is one of the differ
ences between parliamentary systems 
and the U.S. system of government 
wherein a treaty is signed by our Exec
utive but does not become effective 
until its ratification is approved by the 
Senate. 

Senate procedure is governed by rule 
30 of the Senate rules. The treaty is 
transmitted to the Senate after the 
President has signed it. Indeed, Sena
tors have not even seen the negotiat
ing record at that point. 

The treaty then is referred to the 
Senate Foreign Relations Committee. 
However, at least three Senate com
mittees will hold hearings and make 
recommendations on this particular 
treaty: the Committee on Intelligence 
will make recommendations, the 
Armed Services Committee will make 
recommendations, and, finally, the 
Foreign Relations Committee will con
sider the recommendations of those 
committees as well as possible condi
tions on the treaty and other inf orma
tion before sending the treaty to the 
Senate floor. 

Under this procedure, it probably 
will take until April or May before the 
treaty reaches the Senate floor. After 
it reaches the Senate floor, unlimited 
debate may occur. So it may be late 
May before the U.S. Senate actually 
ratifies this INF Treaty. 

( 1 l PRESIDENTIAL SUBMISSION 

The Secretary of State formally sub
mits treaties to the President for 
transmittal to the Senate. A consider
able time may elapse between signa
ture and submission to the Senate, 
and on rare occasions an international 
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agreement concluded as a treaty may 
never be submitted to the Senate at all 
and thus never enter into force. When 
transmitted to the Senate, treaties are 
accompanied by a Presidential mes
sage consisting of the text of the 
treaty, a letter of transmittal request
ing the advice and consent of the 
Senate, and the earlier letter of sub
mittal of the Secretary of State which 
usually contains a detailed description 
and analysis of the treaty. 

(2) SENATE RECEIPT AND REFERRAL 

Senate procedure is governed by rule 
30 of the Senate rules, although the 
full requirements of this rule are 
seldom insisted upon. The treaty is 
transmitted by the Parliamentarian to 
the executive clerk, who assigns it a 
message number. The majority leader 
then obtains the unanimous consent 
of the Senate for the removal of the 
injunction of secrecy and for the 
treaty to be considered as having been 
read the first time. A treaty, regard
less of its subject matter, is then re
f erred by the Presiding Officer to the 
Foreign Relations Committee in ac
cordance with rule 25 of the Senate 
rules. Rule 25 makes an exception only 
for reciprocal trade agreements. At 
this point the treaty text is printed 
and made available to the public. 

(3) SENATE FOREIGN RELATIONS COMMITTEE 
ACTION 

Treaties are placed on the commit
tee calendar and remain there until 
the committee takes action to report 
them to the full Senate. While it is 
committee practice to allow a treaty to 
remain pending long enough to receive 
study and comments from the public, 
the committee usually considers a 
treaty within a year or two, holding a 
hearing and preparing a written 
report. 

The predominant pattern is for the 
committee to recommend Senate 
advice and consent without conditions. 
The committee usually votes to report 
a treaty with a proposed resolution of 
ratification. However, the committee 
may vote to recommend that the 
Senate approve treaties subject to con
ditions. The main categories of condi
tions might be described in the follow
ing way: 

Amendments propose changes in the 
text of a treaty and require the con
sent of the other party or parties; 

Reservations change U.S. obligations 
without necessarily changing the text 
and require the acceptance of the 
other party; 

Understandings are interpretive 
statements that clarify or elaborate 
provisions but do not alter them; 

Declarations are statements express
ing the Senate's position or opinion on 
matters relating to issues raised by the 
treaty rather than to specific provi
sions; and 

Provisos relate to issues of U.S. law 
or procedure and are not intended to 
be included in the instruments of rati-

fication, deposited or exchanged with 
other countries. 

Proposed conditions are usually in
corporated as individual provisions in 
the resolution of ratification. 

(4) ACTION BY THE SENATE 

After a treaty is reported by the For
eign Relations Committee, it is placed 
on the Senate's Executive Calendar 
and the majority leader undertakes to 
arrange for the Senate to consider it. 
With very few exceptions in this cen
tury, the majority leader has obtained 
unanimous consent to abbreviate the 
procedures of rule 30; the Senate then 
proceeds directly to the consideration 
of the resolution of ratification as re
ported by the Foreign Relations Com
mittee. 

The following procedures, which 
were utilized for consideration of the 
Versailles and Panama Canal Treaties, 
are based on rule 30. 

Consideration begins by the Senate 
as in Committee of the Whole. The 
treaty is read and considered for 
amendment article by article. After 
each article is read, committee amend
ments are considered first. After the 
last article or accompanying document 
has been considered, Senators may 
offer amendments to any of the arti
cles. 

The proceedings are reported from 
the Senate as in Committee of the 
Whole to the Senate sitting as the 
Senate. Because the previous action 
was by the Senate sitting as in a com
mittee, any amendments agreed to 
must be submitted to a vote by the 
Senate. 

The Senate then considers the reso
lution of ratification, which incorpo
rates any amendments that the Senate 
has agreed to propose. Senators may 
then offer reservations, understand
ings, and other statements that may 
affect the treaty or its interpretation 
but do not change its language. 

Finally, the Senate votes on the res
olution, which may contain both 
amendments to the treaty and amend
ments to the proposed resolution. Or a 
Senator may off er a substitute amend
ment, proposing that the Senate with
hold its advice and consent, or off er a 
motion to recommit the resolution to 
the Foreign Relations Committee. The 
final vote on the resolution of ratifica
tion requires a two-thirds majority of 
the Senators present for approval; 
votes on amendments, motions, and 
procedures are by simple majority. 

( 5) RETURN TO COMMITTEE 

Treaties reported by the committee 
but neither approved nor formally re
turned to the President by the Senate 
are automatically returned to the com
mittee calendar at the end of a Con
gress; the committee must report them 
out again in order for the Senate to 
consider them. 

(6) RETURN OR WITHDRAWAL 

Treaties may be returned to the 
President without favorable advice 
and consent in a number of ways. Usu
ally the Foreign Relations Committee 
reports and the Senate passes a simple 
resolution directing the Secretary of 
the Senate to return a particular 
treaty or treaties to the President. Or 
the President may ask for the return 
of a treaty or render it moot by 
making clear that he will not ratify it 
even if approved by the Senate. 

Subsequent to Senate action, the 
President ratifies the treaty, if he 
agrees with any conditions the Senate 
has imposed. Or he may resubmit it to 
the Senate or renegotiate it with the 
other treaty signatory. 

The final vote on the resolution of 
ratification requires a two-thirds ma
jority of the Senators present for ap
proval. Votes on amendments, mo
tions, and procedures are by a simple 
majority. Treaties reported by the 
committee but neither approved nor 
formally. returned to the President by 
the Senate are automatically returned 
to the Foreign Relations Committee 
calendar at the end of a Congress. The 
committee must report them out again 
in order for consent to reconsider 
them. 

Mr. President, I think it is very ap
propriate for the American people to 
understand this lengthy procedure 
that we will be entering. The Senate 
does have a treaty veto in the sense 
that these procedures could lead to 
treaty renegotiaiton. The Senate has 
used its veto sparingly but often 
enough to demonstrate its potency. 
Since a rejection of the Versailles 
Treaty, the Senate has formally re
jected three treaties. It has rejected 
two since the Second World War, the 
optional protocol concerning the com
pulsory settlement of disputes for the 
1958 Law of the Sea Convention in 
1960 and the Montreal Aviation Proto
cols in 1983, but in both these cases 
motions to reconsider were entered 
and the treaties formally remain pend
ing. 

Mr. President, once again I would 
like to express my gratitude to the 
CRS personnel whose treaty proce
dure study I have cited this morning. 

Mr. President, I yield the floor and I 
note the absence of a quorum. 

The ACTING PRESIDENT pro tem
pore. The clerk will call the roll. 

The legislative clerk proceeded to 
call the roll. 

Mr. BYRD. Mr. President, I ask 
unanimous consent that the order for 
the quorum call be rescinded. 

The PRESIDING OFFICER <Mr. 
BREAUX). Without objection, it is so or
dered. 
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OMNIBUS BUDGET 

RECONCILIATION ACT OF 1987 
The Senate continued with the con

sideration of the bill <S. 1920). 
AMENDMENT NO. 1254 

Mr. BYRD. Mr. President, I ask that 
the amendment at the desk which is 
the leadership amendment be called 
up. 

The PRESIDING OFFICER. The 
clerk will report the amendment. 

The assistant legislative clerk read 
as follows: 

The Senator from West Virginia [Mr. 
BYRD], for himself, and others, proposes an 
amendment numbered 1254. 

Mr. BYRD. Mr. President, I ask 
unanimous consent that further read
ing of the amendment be dispensed 
with. 

The PRESIDING OFFICER. With
out objection, it is so ordered. 

<The amendment <No. 1254), is print
ed in the RECORD of December 9, 1987, 
beginning at page 34465. 

Mr. BYRD. Mr. President, I send a 
modification to the desk. 

The PRESIDING OFFICER. The 
Senator has the right to modify his 
amendment. The amendment is so 
modified. 

The modification is printed as fol
lows: 

Section 8105(a) is modified to read as ap
pears on the following pages: 

"(C) The contracts shall provide for the 
preservation of the crop acreage base of the 
producer. 

"CD> In the case of a natural disaster, the 
Secretary may permit unlimited haying and 
grazing on acreage devoted to conservation 
uses under this paragraph.". 

(e) PAYMENT LIMITATION.-Section 
1001<2)(B) of the Food Security Act of 1985 
<7 U.S.C. 1308(2)(B)) is amended-

(1) by striking out "and" at the end of 
clause <v>; 

<2> by striking out the period at the end of 
clause <vi> and inserting in lieu thereof "; 
and"; and 

(3) by adding at the end thereof the fol
lowing new clause: 

"(vii) any base diversion payment received 
for a crop of wheat, feed grains, upland 
cotton, or rice under section 107D<0<9>, 
105C(f)(9), 103A(f)<8>, or 101A(f)(8), respec
tively, of the Agricultural Act of 1949.". 
SEC. 8105. ACREAGE LIMITATION PROGRAM FOR 

FEED GRAINS. 

<a> IN GENERAL.-Effective only for the 
1988 and 1989 crops of feed grains, section 
105C<O<l> of the Agricultural Act of 1949 (7 
U.S.C. 1444e(f)(l)) is amended-

(1) in subparagraph <A><D. by striking out 
"subparagraphs <B> through (D)'' and in
serting in lieu thereof "this paragraph"; 

(2) by redesignating subparagraph <D> as 
subparagraph <F>; and 

(3) by inserting after subparagraph <C> 
the following new subparagraphs: 

"(D) In the case of each of the 1988 and 
1989 crops of feed grains, if the Secretary 
provides for an acreage limitation program 
<as described in paragraph (2)), the Secre
tary shall provide for a reduction of not 
more than 5 percent, in addition to the re
duction permitted under subparagraph <C>, 
in the quantity of acreage that may be 
planted to feed grains for harvest on a farm. 

The Secretary shall permit all or any part 
of such additional reduced acreage to be de
voted to soybeans, sunflowers, or other oil
seeds specified by the Secretary. The Secre
tary shall provide for the protection of the 
feed grain crop acreage base of a farm for 
any such acreage devoted to soybeans, sun
flowers, or other oilseeds specified by the 

·Secretary. In the case of the 1989 crop of 
feed grains, the Secretary may waive the ap
plication of this subparagraph if the Secre
tary estimates that (i) such waiver is neces
sary in order to maintain adequate supplies 
of feed grains, or (ii) the quantity of soy
beans on hand in the United States on the 
first day of the 1989 marketing year for that 
crop <not including any quantity of soy
beans of that crop> will be in excess of 425 
million bushels.". 

"(E) If the Secretary waives the provision 
of subparagraph <D> in accordance with 
clause <D><ii>. the Secretary shall provide 
for a reduction of not more than 2.5 percent 
in addition to the reduction permitted 
under subparagraph <C> in the quantity of 
acreage that may be planted to feed grains 
for harvest on a farm.". 

Sections 9005 through 9015 are modified 
to read as appears on the following pages: 
SEC. 9005. SALE OF RURAL DEVELOPMENT NOTES. 

<a> Sales Required.-The Secretary of Ag
riculture, under such terms as the Secretary 
may prescribe, shall sell notes and other ob
ligations held in the Rural Development In
surance Fund established under section 
309A of the Consolidated Farm and Rural 
Development Act in such amounts as to re
alize net proceeds to the Government of 
$1,147,000,000 from such sales during fiscal 
year 1989. 

(b) NONRECOURSE SALES.-The second sen
tence of section 309A<e> of the Consolidated 
Farm and Rural Development Act <7 U.S.C. 
1929a(e)) is amended by-

(1) inserting "and other obligations" after 
"Notes"; and 

<2> striking out the period at the end 
thereof and inserting in lieu thereof the fol
lowing: ", including sale on a nonrecourse 
basis. The Secretary and any subsequent 
purchaser of such notes or other obligations 
sold by the Secretary on a nonrecourse basis 
shall be relieved of any responsibilities that 
might have been imposed had the borrower 
remained indebted to the Secretary.". 

(C) CONTRACT PROVISIONS.-Consistent 
with section 309A(e) of the Consolidated 
Farm and Rural Development Act, as 
amended by subsection (b), any sale of notes 
or other obligations, as described in subsec
tion (a), shall not alter the terms specified 
in the note or other obligation, except that, 
on sale, a note or other obligation shall not 
be subject to the provisions of section 333(c) 
of the Consolidated Farm and Rural Devel
opment Act. 

(d) ELIGIBILITY TO PuRCHASE NOTES.-Not
withstanding any other provision of law, 
each institution of the Farm Credit System 
shall be eligible to purchase notes and other 
obligations held in the Rural Development 
Insurance Fund and to service <including 
the extension of additional credit and all 
other actions necessary to preserve, con
serve, or protect the institution's interest in 
the purchased notes or other obligations), 
collect, and dispose of such notes and other 
obligations, subject only to such terms and 
conditions as may be agreed to by the Secre
tary of Agriculture and the purchasing in
stitution and as may be approved by the 
Farm Credit Administration. 

(e) LOAN SERVICING.-Prior to selling any 
note or other obligation, as described in sub-

section <a>. the Secretary of Agriculture 
shall require persons offering to purchase 
the note or other obligation to demon
strate-

< 1 > an ability or resources to provide such 
servicing, with respect to the loans repre
sented by the note or other obligation, that 
the Secretary deems necessary to ensure the 
continued performance on the loan; and 

(2) the ability to generate capital to pro
vide the borrowers of the loans such addi
tional credit as may be necessary in proper 
servicing of the loans. 
SEC. 9006. SALE OF RURAL HOUSING LOANS. 

<a> REQUIRED SALES TO PuBLic.-The Sec
retary of Agriculture shall take such actions 
as may be necessary to ensure that loans 
made under title V of the Housing Act of 
1949 are sold to the public in amounts suffi
cient to provide a net reduction in outlays of 
$1,590,000,000 in fiscal year 1988, and 
$2,350,000,000 in fiscal year 1989 from the 
proceeds of such sales. 

(b) PROCEDURES AND TERMS OF SALES.-
(1) ESTABLISHMENT OF GUIDELINES.-The 

Secretary of Agriculture shall establish spe
cific guidelines for the sale of loans under 
subsection <a>. The guidelines shall address 
the procedures and terms applicable to the 
sale of the loans, including the kind of pro
tections that should be provided to borrow
ers and terms that will ensure that the sale 
of the loans will be made at the lowest prac
ticable cost to the Federal Government. 

(2) ASSISTANCE BY FEDERAL FINANCING 
BANK.-In selling loans to the public under 
subsection <a), the Secretary of Agriculture 
shall use the Federal Financing Bank as an 
agent to sell the loans, unless the Secretary 
determines that the sale of loans directly by 
the Secretary will result in a higher rate of 
return to the Federal Government. If the 
Secretary determines to sell loans directly 
under this paragraph, the Secretary shall 
notify the Federal Financing Bank of such 
determination and the loans involved and, 
to the extent practicable, shall implement 
any reasonable recommendations that may 
be made by the Federal Financing Bank 
with respect to the procedures and terms 
applicable to the sale. 

(C) REPORTS TO CONGRESS.-
(1) NOTIFICATION OF INITIAL LOAN SALE.

Not less than 20 days before the initial sale 
of loans under subsection <a>, the Secretary 
of Agriculture shall submit a report to the 
Committee on Banking, Housing, and Urban 
Affairs of the Senate and the Committee on 
Banking, Finance and Urban Affairs of the 
House of Representatives containing an es
timate of the amount of the discount at 
which loans will be sold at such initial sale 
and an estimate of the discount at which 
loans will be sold at each subsequent sale 
during fiscal years 1988 and 1989. 

(2) REPORTS BY SECRETARY.-The Secretary 
of Agriculture shall submit periodic reports 
to the Committee on Banking, Housing, and 
Urban Affairs of the Senate and the Com
mittee on Banking, Finance and Urban Af
fairs of the House of Representatives set
ting forth the activities of the Secretary 
under this section. Each report shall include 
the guidelines established under subsection 
<b>Cl>, a description of the loans sold under 
subsection <a>. and an analysis of the net re
duction in outlays provided by the sale of 
the loans. The Secretary shall submit the 
first report under this paragraph not later 
than 60 days after the date of the enact
ment of this Act, and shall submit subse
quent reports each 60 days thereafter 
through the end of fiscal year 1989. 
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(3) REPORTS BY COMPTROLLER GENERAL.

The Comptroller General of the United 
States shall conduct an audit and evaluation 
of the activities of the Secretary of Agricul
ture described in each report submitted 
under paragraph <1> or <2>, in accordance 
with such regulations as the Comptroller 
General may prescribe. The Comptroller 
General shall have access to such books, 
records, accounts, and other materials of 
the Secretary as the Comptroller General 
determines necessary to conduct each such 
audit and evaluation. The Comptroller Gen
eral shall submit to the Committee on 
Banking, Housing, and Urban Affairs of the 
Senate and the Committee on Banking, Fi
nance and Urban Affairs of the House of 
Representatives a report setting forth the 
results of each such audit and evaluation. 

Cd) RELATION TO OTHER LAw.-The sale of 
loans under this section shall not be subject 
to paragraph <2> or (3) of section 517(d) of 
the Housing Act of 1949. 
SEC. 9007. SALE OF EXPORT-IMPORT BANK LOANS. 

Section 16 of the Export-Import Bank Act 
of 1945 <12 U.S.C. 635 et seq.) is amended to 
read as follows: 
"SEC. 16. SALE OF BANK LOANS. 

"(a) REQUIRED SALES TO PUBLIC.-The 
Board of Directors shall take such actions 
as may be necessary to ensure that loans 
made by the Bank under this Act are sold to 
the public in amounts sufficient to provide a 
net reduction in outlays of $500,000,000 in 
fiscal year 1988 and $500,000,000 in fiscal 
year 1989 from the proceeds of such sales. 

"(b) PROCEDURES AND TERMS OF SALES.
"(1) ESTABLISHMENT OF GUIDELINES.-The 

Board of Directors shall establish specific 
guidelines for the sale of loans under sub
section <a>. The guidelines shall address the 
procedures and term applicable to the sale 
of the loans, including terms that will 
ensure that the sale of the loans will bring 
the highest possible return to the Federal 
Government. 

"(2) ASSISTANCE BY FEDERAL FINANCING 
BANK.-In selling loans to the public under 
subsection <a>, the Board of Directors shall 
use the Federal Financing Bank as an agent 
to sell the loans, unless the Board of Direc
tors determines that the sale of loans direct
ly by the Export-Import Bank will result in 
a higher rate of return to the Federal Gov
ernment. If the Board of Directors deter
mines to sell loans directly under this para
graph, the Board shall notify the Federal 
Financing Bank of such determination and 
the loans involved and, to the extent practi
cable, shall implement any reasonable rec
ommendations that may be made by the 
Federal Financing Bank with respect to the 
procedures and terms applicable to the sale. 

"(C) REPORTS TO CONGRESS.-
"(!) NOTIFICATION OF INITIAL LOAN SALE.

Not less than 20 days before the initial sale 
of loans under subsection (a), the Board of 
Directors shall submit a report to the Com
mittee on Banking, Housing, and Urban Af
fairs of the Senate and the Committee on 
Banking, Finance and Urban Affairs of the 
House of Representatives containing an esti
mate of the amount of the discount at 
which loans will be sold at such initial sale 
and an estimate of the discount at which 
loans will be sold at each subsequent sale 
during fiscal years 1988 and 1989. 

"(2) REPORTS BY BANK.-The Board of Di
rectors shall submit periodic reports to the 
Committee on Banking, Housing, and Urban 
Affairs of the Senate and the Committee on 
Banking, Finance and Urban Affairs of the 
House of Representatives setting forth the 
activities of the Board of Directors under 

this section. Each such report shall include 
the guidelines established under subsection 
Cb)(l), a description of the loans sold under 
subsection (a), and an analysis of the net re
duction in outlays provided by the sale of 
such loans. The Board of Directors shall 
submit the first report under this paragraph 
not later than 60 days after the date of the 
enactment of this Act, and shall submit sub
sequent reports each 60 days thereafter 
through the end of fiscal year 1989. 

"(3) REPORTS BY COMPTROLLER GENERAL.
The Comptroller General of the United 
States shall conduct an audit and evaluation 
of the activities of the Board of Directors 
described in each report submitted under 
paragraph (1) or (2), in accordance with 
such regulations as the Comptroller Gener
al may prescribe. The Comptroller General 
shall have access to such _books, records, ac
counts, and other materials of the Board of 
Directors as the Comptroller General deter
mines necessary to conduct each such audit 
and evaluation. The Comptroller General 
shall submit to the Committee on Banking, 
Housing, and Urban Affairs of the Senate 
and the Committee on Banking, Finance 
and Urban Affairs of the House of Repre
sentatives a report setting forth the results 
of each such audit and evaluation. 

"(d) SECURITIES LAws NOT APPLICABLE TO 
SALEs.-The sale of any loan under this sec
tion shall be deemed to be a sale of exempt
ed securities within the meaning of section 
3Ca)(2) of the Securities Act of 1933 <15 
U.S.C. 77c(a)(2)) and section 3(a)(12) of the 
Securities Act of 1934 <15 U.S.C. 78c(a)(12)). 
The Bank shall file with the Securities and 
Exchange Commission such annual and 
other reports with regard to such securities 
as the Commission shall determine to be ap
propriate in view of the special character of 
the Bank and its operations as may be nec
essary in the public interest or for the pro
tection of investors.". 
SEC. 9010. SALE OF COMMUNITY DEVELOPMENT 

LOANS. 
The Secretary of Housing and Urban De

velopment, under such terms as the Secre
tary shall prescribe, shall sell Community 
Development loans in such amounts as to 
realize net proceeds to the Government of 
$120,000,000 in fiscal year 1988 and 
$50,000,000 in fiscal year 1989. 
SEC. 9011. SALE OF COLLEGE FACILITIES AND 

HOUSING LOANS. 
Section 783 of the Higher Education Act 

of 1965 is amended by striking out 
"$314,000,000" and inserting in lieu thereof 
"$414,000,000". 
SEC. 9012. SALE OF BUREAU OF RECLAMATION 

LOANS. 
The Secretary of the Interior, under such 

terms as the Secretary shall prescribe, shall 
sell Bureau of Reclamation loans made pur
suant to the Distribution System Loans Act, 
as amended <43 U.S.C. 421a-42ld), the Small 
Reclamation Projects Act, as amended <43 
U.S.C. 422a-422D, and the Rehabilitation 
and Betterment Act, as amended (43 U.S.C. 
504-505) in such amounts as to realize net 
proceeds to the Government of $130,000,000 
in fiscal year 1988. In the conduct of such 
sales the Secretary is authorized and direct
ed to take such actions as he deems appro
priate to accommodate, effectuate and oth
erwise protect the rights and preserve the 
obligation so the United States and the bor
rowers under the contracts executed to pro
vide for repayment of such loans. 
SEC. 9013. SALE OF MEDICAL FACILITIES LOANS. 

The Secretary of Health and Human Serv
ices, under such terms as the Secretary shall 
prescribe, shall sell Medical Facilities loans 

in such amounts as to realize net proceeds 
to the Government of $40,000,000 in fiscal 
year 1988. 
SEC. 9014. SALE OF BUREAU OF HEALTH MAINTE

NANCE LOANS. 
The Secretary of Health and Human Serv

ices, under such terms as the Secretary shall 
prescribe, shall sell Health Maintenance 
loans in such amounts as to realize net pro
ceeds to the Government of $20,000,000 in 
fiscal year 1988. 
SEC. 9015. PUBLIC FACILITIES LOAN SALES. 

(a) IN GENERAL.-The Secretary of Hous
ing and Urban Development shall take such 
actions as may be necessary to ensure that 
loans made pursuant to title II of the Hous
ing Amendments of 1955 are sold to the 
public in amount sufficient to provide a net 
reduction in outlays of $120,000,000 during 
fiscal year 1988, and $50,000,000 during 
fiscal year 1989. 

(b) PROCEDURES AND TERMS OF SALES.-The 
Secretary of Housing and Urban Develop
ment shall establish specific guidelines for 
the sale of loans under subsection (a). The 
guidelines shall address the procedures and 
terms applicable to the sale of the loans, in
cluding the kinds of protections that should 
be provided to borrowers and terms that will 
ensure that the sale of the loans will be 
made at the lowest practicable cost to the 
Federal Government. 

(C) REPORTS TO CONGRESS.-The Secretary 
of Housing and Urban Development shall 
submit periodic reports to the Committee 
on Banking, Housing, and Urban Affairs of 
the Senate and the Committee on Banking, 
Finance and Urban Affairs of the House of 
Representatives setting forth the activities 
of the Secretary under this section. Each 
report shall include the guidelines estab
lished under subsection Cb), a description of 
the loans sold under subsection (a), and an 
analysis of the net reduction in outlays pro
vided by the sale of the loans. The Secre
tary shall submit the first report under this 
subsection not later than 60 days after the 
date of enactment of this Act, and shall 
submit subsequent reports each 60 days 
thereafter through the end of fiscal year 
1989. 

The PRESIDING OFFICER. Who 
yields time? 

Mr. BYRD. Mr. President, I suggest 
the absence of a quorum. 

The PRESIDING OFFICER. The 
clerk will call the roll. 

The bill clerk proceeded to call the 
roll. 

Mr. BYRD. Mr. President, I ask 
unanimous consent that the order for 
the quorum call be rescinded. 

The PRESIDING OFFICER. With
out objection, it is so ordered. 

Mr. BYRD. Mr. President, I shall 
alert Senators that there probably will 
be a rollcall vote between 10:30 and 11 
o'clock a.m. today. 

We have two Senators-at least two 
Senators-meeting with Mrs. Gorba
chev, and that vote should occur 
before 11 o'clock, so as to accommo
date those two, and I would like for it 
to begin no later than 10:30. 

We are presently waiting on a Sena
tor whose name I shall not state here, 
but he knows that we are waiting on 
him, and I think he should come to 
the floor; because, otherwise, I am just 
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going to make this motion, yield back 
the time, and we will vote. 

I suggest the absence of a quorum. 
The PRESIDING OFFICER. The 

clerk will call the roll. 
The legislative clerk proceeded to 

call the roll. 
Mr. BYRD. Mr. President, I ask 

unanimous consent that the order for 
the quorum call be rescinded. 

The PRESIDING OFFICER. With
out objection, it is so ordered. 

Mr. BYRD. Mr. President, is it in 
order to move to waive the Budget Act 
prior to the yielding back of time on 
the amendment that is pending? 

The PRESIDING OFFICER. The 
Chair will state the time would have 
to be yielded back prior to the consid
eration of the motion. 

Mr. BYRD. I yield back the time on 
my side. 

Mr. DOMENIC!. I yield back the 
time on the leadership amendment on 
our side. 

The PRESIDING OFFICER. All 
time is yielded back. 

Mr. BYRD. Mr. President, I send to 
the desk a motion. 

The PRESIDING OFFICER. The 
clerk will report the motion of the ma
jority leader. 

The assistant legislative clerk read 
as follows: 

The Senator from West Virginia [Mr. 
BYRD] moves that sections 310(d), 310(g), 
and 311, and 305(b) with regard to germane
ness, of the Congressional Budget Act, as 
well as section 20001 of the Consolidated 
Omnibus Budget Reconciliation Act of 1985 
be waived for the consideration of an 
amendment to be offered by the Majority 
Leader on behalf of the Leadership, an 
amendment to the leadership agreement to 
be offered by the Senator from Kansas 
[Mrs. KASSEBAUM], an amendment and a 
motion to recommit with instructions to be 
offered by the Senator from Texas [Mr. 
GRAMM], and, upon the adoption of any one 
of them, for the provisions of the adopted 
amendment included in the conference 
report on H.R. 3545. 

The PRESIDING OFFICER. Who 
yields time? 

Mr. EXON. Mr. President, will the 
leader yield for a question? 

Mr. BYRD. Mr. President, I yield 
myself time for accommodating Sena
tors. 

Mr. EXON. Mr. President, I have 
been listening to the motion just pro
posed by the majority leader. I do not 
think I have any real problems with it, 
but for clarification let me say that 
the majority leader indicated that 
amendments would be in order by the 
Senator from Kansas and the Senator 
from Texas. There will be other 
amendments that might be offered on 
subjects not related directly to the 
message that is intended with the 
amendments offered by the Senator 
from Kansas and the Senator from 
Texas. 

The motion that the majority leader 
just made will not preclude other 

amendments from being offered on a 
reconciliation package, will it? 

Mr. BYRD. It will not preclude 
other amendments being offered and 
this motion will require 60 votes. 

Mr. EXON. If the Senator from Ne
braska chooses to vote in support of 
the waiver of the Budget Act, the Sen
ator from Nebraska will have an op
portunity to off er amendments or an 
amendment as we proceed before we 
have any final vote on the leadership 
package, is that correct? 

Mr. BYRD. He will have an opportu
nity to off er amendments. He may 
have to run the same gauntlet that 
this motion has to run anent the get
ting of the 60 votes depending upon 
the nature of his amendment. 

Mr. EXON. I thank the majority 
leader. 

Mr. BYRD. Mr. President, I am 
ready to vote. 

Mr. DOMENIC!. Mr. President, will 
the distinguished majority leader yield 
the floor so I may yield myself 5 min
utes? 

Mr. BYRD. I yield. 
Mr. DOMENIC!. I yield myself 5 

minutes. 
The PRESIDING OFFICER. The 

Senator from New Mexico is recog
nized on his time. 

Mr. DOMENIC!. Mr. President, I am 
very shortly _going to yield back my 
time and I hope the majority will yield 
their time on this motion. 

I joined with the distinguished ma
jority leader as a proponent of this 
motion. 

Essentially, last night we put in the 
RECORD for printing purposes the so
called leadership package. I think 
most Senators have seen or are famil
iar with the so-called Kassebaum 
package. The distinguished Senator 
from Texas, Senator GRAMM, is on the 
floor, but I think most people are fa
miliar with his package, and I am 
using the word "package" in the sense 
that there is more than a single 
amendment almost in the nature of a 
perfecting amendment that leaves 
only some of the old reconciliation bill 
and taking the place of the leadership 
package. That is what both Senator 
KASSEBAUM and Senator GRAMM would 
do. 

All we are asking the Senate to do 
here today in this motion is to waive 
those provisions of the Budget Act 
that would otherwise require 60 votes, 
and this motion will require 60 votes 
in order to accomplish that. 

I want Senators who have asked this 
Senator about motions to strike to un
derstand that this in no way changes 
anything. Motions to strike were in 
order, as I understand it. They only re
quired a majority vote whether or not 
this is adopted. That was the situation 
with reference to the entire reconcilia
tion bill. If amendments beyond these 
three packages are desired, the distin
guished majority leader has just indi-

cated they are going to be in order 
under the time limits that we have in 
the Senate and subject to the rules of 
the Senate on a reconciliation bill. 

This in no way intends to make 
those amendments either less difficult 
to offer or easier to offer. They will be 
subject to the exact same rules that 
they would have been had this motion 
not been adopted. 

I urge Senators to adopt this motion. 
We must pass something in the 
Senate, either the leadership package 
or some major package of deficit re
duction. And since everybody knows 
what these are, we are asking in ad
vance that they waive the provisions 
of the act requiring 60 votes. 

If I may engage my friend, the Sena
tor from Florida, in a brief colloquy on 
the motion before us. , 

The waiver we are about to vote on 
would waive certain points of order 
under the Budget Act and under sec
tion 20001 of the Comprehensive Om
nibus Budget Reduction Act of 1985 
for the leadership amendment, the 
Kassebaum amendment, and an 
amendment and motion to recommit 
with instructions offered by Senator 
GRAMM. 

Mr. CHILES. That is correct. We are 
creating a level playing field to allow 
the Senate to consider both the lead
ership package and freeze packages. 

Mr. DOMENIC!. It would also waive 
these points of order for certain provi
sions in the conference report on this 
bill. I want to be perfectly clear on 
this point, Mr. President. We are only 
waiving these points of order for provi
sions of the three amendments
whichever is adopted-that are also in
cluded in the conference report. We 
are not waiving points of order for new 
material added in conference or for 
any other material not included in 
these three amendments. 

Am I correct on this, I ask my friend 
from Florida? 

Mr. CHILES. That is correct. We 
want assurances that once we have 
adopted the leadership package, it will 
still be in order when it comes back 
from conference with the House. It 
does not open the door for new materi
al. 

Mr. DOMENIC!. Could I just make 
one further comment? I have been 
asked to make this comment by a 
number of Senators and I think they 
are absolutely right. 

This waiver in no way increases 
spending. This waiver in no way per
mits an increase in spending. All of 
the packages are deficit reduction 
packages. We are merely asking that 
the requisite votes for their adoption, 
if it is the Senate's desire, be a majori
ty vote instead of 60. 

Mr. CHILES. I think we also need to 
point out that without this we only 
have the reconciliation package which 
simply is a shell and does not have any 
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savings and we need this to make the 
savings. 

Mr. ROTH. Mr. President, I rise to 
voice my support for the motion to 
proceed with the leadership's substi
tute amendment for the budget recon
ciliation bill. While I continue to be
lieve the budget accord with the 
White House is topheavy with taxes, 
in my opinion this is an agreement be
tween the President and the leader
ship of the Senate and the House. 

And I believe this proposal should be 
given the opportunity to be voted on 
up or down, procedural matters aside. 
The American people have waited 
nearly 2 months for the Senate to con
sider this package, and I believe we 
should consider it today. 

Personally, I have reservations about 
the package. But I do believe it de
serves the opportunity to be voted on. 
I do feel that, despite my aversion to a 
tax increase-and my vow to fight 
one-Chairman BENTSEN has done an 
impressive job in producing a new Fi
nance Committee package. The $9.2 
billion in new taxes does represent an 
improvement over the original bill re
ported out of the Finance Committee, 
as well as H.R. 3545 as passed by a 
one-vote margin in the House. 

The tax package contained in the 
leadership amendment was carefully 
crafted so as not to unduly burden any 
one sector of the economy, or any one 
region. Although I am not an advocate 
of tax increases, I believe we must let 
the process go forward. 
ALLOW GREATER FLEXIBILITY FOR USDA IN DE

TERMINING SAVINGS IN COMMERCIAL GRAIN 
STORAGE, HANDLING, AND TRANSPORTATION 
COSTS 

Mr. CONRAD. Mr. President, I rise 
to express my concern regarding provi
sions in the agricultural portion of the 
budget reconciliation dealing with 
commercial grain storage, handling, 
and transportation. 

In particular, I urge the conferees 
on the budget package to allow the 
maximum possible flexibility for the 
Department of Agriculture in finding 
the $230 million in savings in commer
cial storage, handling, and transporta
tion. 

The Commodity Credit Corporation 
[CCC] has many options for effecting 
cost savings-through stock reduc
tions; by avoiding unnecessary CCC 
grain stock movements; by making 
grain swaps in lieu of moving grain; 
and by shopping for relatively inex
pensive warehouse space. 

These options to implement cost sav
ings will allow the market to function, 
and minimize the potential disruption 
to commercial grain storage oper
ations, and to the farmer who relies on 
the warehouseman to store his grain 
and to participate in Government pro
grams. 

It is my intention that the USDA be 
provided the maximum amount of 
flexibility in achieving the savings in 

commercial storage, handling, and 
transportation. USDA should not be 
required to reduce payment rates for 
storage, handling, and transportation 
if other savings can be found. 

Mr. BYRD. Mr. President, this 
motion merely allows this amendment 
to be in order. The vote would still 
occur on the amendment. But without 
60 votes to adopt this motion, the lead
ership amendment is not in order. 

Mr. President, I ask for the yeas and 
nays. 

The PRESIDING OFFICER. The 
yeas and nays are requested. Is there a 
sufficient second? There is a sufficient 
second. 

'l'he yeas and nays were ordered. 
Mr. BYRD. Mr. President, I yield 

back my time. 
Mr. DOMENIC!. I yield back my 

time on the motion. 
The PRESIDING OFFICER. All 

time has been yielded back. The ques
tion is on agreeing to the motion of 
the majority leader. The yeas and 
nays have been ordered and the clerk 
will call the roll. 

The assistant legislative clerk called 
the roll. 

Mr. CRANSTON. I announce that 
the Senator from North Dakota [Mr. 
BURDICK], the Senator from Tennessee 
[Mr. GORE] and the Senator from Illi
nois [Mr. SIMON] are necessarily 
absent. 

I further announce that, if present 
and voting, the Senator from North 
Dakota [Mr. BURDICK] would vote 
"yea." 

Mr. SIMPSON. I announce that the 
Senator from Oregon [Mr. HATFIELD], 
the Senator from New Hampshire 
[Mr. RUDMAN] and the Senator from 
California [Mr. WILSON] are necessari
ly absent. 

The PRESIDING OFFICER. Are 
there any other Senators in the Cham
ber desiring to vote? 

The result was announced-yeas 81, 
nays 13, as follows: 

CRollcall Vote No. 401 Leg.] 
YEAS-81 

Adams 
Baucus 
Bentsen 
Bid en 
Bingaman 
Boren 
Boschwitz 
Bradley 
Breaux 
Bumpers 
Byrd 
Chafee 
Chiles 
Cochran 
Cohen 
Conrad 
Cranston 
D'Amato 
Danforth 
Daschle 
DeConcini 
Dixon 
Dodd 
Dole 
Domenic! 
Duren berger 
Evans 

Exon 
Ford 
Fowler 
Glenn 
Graham 
Gramm 
Grassley 
Harkin 
Hatch 
Heflin 
Heinz 
Hollings 
Humphrey 
Inouye 
Johnston 
Karnes 
Kassebaum 
Kennedy 
Kerry 
Lautenberg 
Leahy 
Levin 
Lugar 
Matsunaga 
McCain 
Melcher 
Metzenbaum 

Mikulski 
Mitchell 
Moynihan 
Nickles 
Nunn 
Pell 
Pressler 
Pryor 
Quayle 
Reid 
Riegle 
Rockefeller 
Roth 
Sanford 
Sar banes 
Sasser 
Shelby 
Simpson 
Specter 
Stafford 
Stennis 
Stevens 
Thurmond 
Trible 
Warner 
Weicker 
Wirth 

Armstrong 
Bond 
Garn 
Hecht 
Helms 

Burdick 
Gore 

NAYS-13 
Kasten 
McClure 
McConnell 
Murkowski 
Packwood 

Proxmire 
Symms 
Wallop 

NOT VOTING-6 
Hatfield 
Rudman 

Simon 
Wilson 

So the motion was agreed to. 
The PRESIDING OFFICER. On 

this vote, the yeas are 81, the nays are 
13. Three-fifths of the Senators duly 
chosen and sworn having voted in the 
affirmative, the motion is agreed to. 

The Senate will please be in order. 
The Republican leader. 
Mr. DOLE. Mr. President, I desig

nate the distinguished Senator from 
New Mexico [Mr. DOMENIC!] as the 
Senator in charge of the time on this 
side. 

Mr. BYRD. Mr. President, I desig
nate the distinguished Senator from 
Florida [Mr. CHILES] to be in control 
of the time on the bill on this side. 

Mr. DOMENIC!. Mr. President, I 
yield myself as much time off the bill 
as I require. 

Mr. President, I wonder if the distin
guished chairman of the Budget Com
mittee, Senator CHILES, is now pre
pared to present opening remarks. I 
pref er that he precede me. 

Mr. CHILES. I am ready to proceed. 
Mr. DOMENIC I. Before the Senator 

proceeds, might we indicate to the 
Senators that we are now going to 
engage in some opening remarks and 
explanations of what is in the leader
ship bill and where we are, and then 
our amendment will be open to fur
ther amendment, as I understand. 

Mr. FORD. Mr. President, I make 
the point of order that the Senate is 
not in order. 

The PRESIDING OFFICER. The 
Senate will be in order. Will all Sena
tors engaged in audible conversations 
please cease conversations or retire 
from the Chamber. 

The Senator from Florida. 
Mr. CHILES. Mr. President, let me 

just say at the outset I am very 
pleased with the vote that we just had, 
81 to 13 on the motion to waive. What 
it says to me is that the Senate is seri
ous about seeing that we do something 
on deficit reduction, and we are seri
ous about sending the signal to the 
country that we intend to pass the 
package and we intend to follow up on 
what the leadership summit was doing 
and pass a major, meaningful package 
in regard to deficit reduction. 

Mr. President, with that start, I 
would say that years ago a very smart 
and I might add a very anxious watch
er of the American system asked a 
question that the Senate now has a 
chance to answer. She said, "I wonder 
whether we will ever grow up in our 
politics and say definite things that 
mean something." 
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I think the leadership amendment 

shortly to come before the Senate says 
some very definite things about our 
determination to wipe out the Federal 
deficit, and I think it means some
thing. More importantly, it actually 
does something. 

During the next 2 years, we are 
going to reduce the deficit by $80 bil
lion. A Congress led by one party and 
a President of another have made 
some hard choices about spending cuts 
and revenues for the good of the econ
omy. It certainly means some pain. It 
means doing without for the time 
being so that we can do better in the 
future. It means paying out a little 
more so that we can do a lot more 
about the Federal deficit, our No. 1 
economic problem. 

On December 3, the Senate Budget 
Committee reported out a reconcilia
tion package without recommenda
tion. It was actually just a formality 
under the Budget Act. We do not have 
the authority to change what the com
mittees send to us. So without recom
mendation, the Budget Committee has 
reported to the full Senate what 
amounts to a shell. Now we intend to 
replace it with a deficit reduction 
agreement reached between negotia
tors f.rom the Congress and the White 
House. 

The process that brought this pack
age to the floor was a very long and 
grueling process, and each Senator, 
whether as a member of the commit
tee or as a representative from his or 
her State, had to invest hard work and 
give up parts of their own agendas. 

By approving the leadership amend
ment, every concession and all the 
days and months of work will have 
been worthwhile. 

Mr. President, many Members of the 
Senate played a vital roll in this 
effort, but certainly Senators STENNIS, 
HATFIELD, BENTSEN, JOHNSTON, and Do
MENICI were all relentlessly searching 
for the common ground where we 
could reach agreement. Senator PACK
WOOD was also involved in those mat
ters. 

Of course, the leadership of Senator 
BYRD was crucial, with Senator DOLE 
sitting in as the minority leader being 
very, very helpful. 

And, of course, the leadership of 
Senator BYRD was crucial. His persist
ence, willingness to listen and capacity 
for hard work helped keep everyone's 
feet to the fire. 

The committees-including Finance, 
Governmental Affairs, Agriculture, 
Labor and Human Resources, and the 
Veterans, Committee-have worked 
long and hard to achieve the required 
real savings. 

I also want to say a word of thanks 
to my good friend PETE DOMENIC!. We 
have not always been on the same side 
of the issues. But Senator DoMENICI 
and all members of the Senate Budget 
Committee were there when it count-

ed most, and I am grateful for all they 
have done. 

Yet, even after all the work and all 
the time that went into this effort, 
there is no point kidding ourselves. 
There is still a sense of uneasiness in 
this Chamber. 

Some feel they have given up too 
much. Others-myself included-wish 
we had accomplished something more. 
But the fact is, we have accomplished 
a lot. 

MAIN ELEMENTS OF THE SUMMIT AGREEMENT 

We have the largest deficit-reduc
tion package in history to show for our 
work. We have had the serious and 
central participation of the President. 

And we have an agreement with 
some ache in it, because discipline is 
not an easy thing to accept. After 
years of passing each other in the 
night, we are back on the road with 
the lights on and heading in the 
proper direction. 

The agreement we will put before 
the Senate today is a worthy package, 
and worth the approval of the Senate. 

It says something, and in straight 
language, here is what it says: 

Eighty billion dollars in deficit re
duction over 2 years. 

Deficits lower by $33. 7 billion in 
1988, and by $46.2 billion in 1989. 

A reduction in the deficit as a per
centage of the gross national product 
from 4.2 percent in 1987 to 2.9 percent 
in 1989. 

The prospect of a Presidential elec
tion year without a crippling battle 
over the budget. 

Here is what the deficit-reduction 
agreement means in more specific 
terms: 

Additional taxes of $9 billion in 1988, 
and $14 billion in 1989. When com
bined with stiffer IRS compliance 
measures and additional user fees, new 
revenues total more than $28 billion 
over 2 years. 

Military savings add up to $13 billion 
combined for 1988-89. 

Mr. President, when I point out the 
revenues here, I take just a minute to 
specifically say what a soldier Senator 
BENTSEN has been, not only through 
the summit but in the original recon
ciliation, in the summit, and in putting 
together this package. The Finance 
Committee-and so I speak also for all 
the members of that committee-was 
the first committee to complete its 
work and yet they had a major, major 
part of this package. They complied 
with that. Their savings are true sav
ings. They are vouched for in effect by 
the administration. We have a package 
that is acceptable with the administra
tion people, and much of that is be
cause of the tenacious, courageous 
leadership of Senator BENTSEN. I cer
tainly take my hat off to him and the 
work he has done in this regard and 
the leadership that he gives the Fi
nance Committee in the Senate as 
well. 

Domestic savings total some $20 bil
lion over the same timeframe. 

I also want to compliment Senator 
STENNIS and Senator HATFIELD. The 
Appropriations Committee is sending 
to the floor a continuing resolution 
with no amendments. That continuing 
resolution sets forth the target figures 
that were agreed on for the numbers 
in defense, the numbers in foreign as
sistance, and the general domestic 
budget numbers. That committee has 
again complied with the letter and the 
spirit of the act, and again we compli
ment them, the membership in the 
committee, and hope when we get to 
the continuing resolution all of those 
figures will hold up, because again 
they are crucial in putting together 
this package. 

Overall, the agreement means that 
for every dollar in additional revenues, 
we reduce spending by $1. 75. What we 
have here is a balanced package to 
sharply reduce the level of Federal 
borrowing. 

This agreement does not touch 
Social Security. But it does include en
titlement savings-reductions in the 
farm price support program, reduction 
in the balances for guaranteed student 
loans, restraint in payment to provid
ers under Medicare. And I would also 
point out that this agreement will 
mean a 1-year freeze on all but 25 per
cent of new post office construction 
around the country. 

During the course of the debate on 
this measure, we will have the chance 
to hear from the members of a 
number of the authorizing committees 
who will explain the individual 
changes in more detail. 

But we should keep some general 
facts in mind. First, the deficit-reduc
tion summit was not intended to 
produce a comprehensive legislative 
agenda. So the summit package is a 
perfecting amendment rather than a 
total substitute. Yet, by finding sav
ings in both domestic and military ac
counts and by adding revenues, it ful
fills the primary mission-and that 
was to find a fair mix of policy 
changes to sharply cut the deficit. 

That is what we have done. We have 
done it without gimmicks, and we have 
done it for 2 years. 

Like anything else we do in the 
Senate, this package will have its de
tractors. But consider where we would 
be without it. 

There is every likelihood that the 
White House and the Congress would 
have remained at an impasse, blocked 
by politics from moving ahead, and 
condemned to go backward by accept
ing automatic spending cuts. 

The markets at home and around 
the world may not be overjoyed by 
what we have done. But consider the 
reaction had we failed to achieve an 
agreement. And consider the prospects 
of what might happen if, in these last 
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days of the session, we fail to approve 
the package we promised. 

More than anything else, consider 
the reaction of people throughout the 
Nation who are watching for the sign 
of our intentions about the Federal 
deficit. Unless we act now, we will be 
loading the dice in favor of other na
tions competing for the economic 
edge. 

Each of those is a negative reason. 
But, in the end, the reasons for adop
tion of the leadership amendment are 
all positive. 

We have real deficit reduction here. 
We have it for 2 years. 
And we have the sobering fact 

before us that we have a great deal 
more to do. 

For too many years, we have ap
proached our work like bricklayers 
without a blueprint-filling in here, 
patching up there-to keep the econo
my from falling down. 

With the leadership package, we 
have a solid foundation, built with the 
right mix of savings and revenues to 
show this country is serious about the 
future of our economy and the health 
of the world's economy. 

I certainly hope the Senate will ap
prove the agreement. 

Mr. DOMENIC! addressed the 
Chair. 

The PRESIDING OFFICER (Mr. 
DIXON). The Senator from New 
Mexico. 

Mr. DOMENIC!. Mr. President, I 
yield myself off the bill as much time 
as I require. 

The PRESIDING OFFICER. The 
Senator from New Mexico is recog
nized. 

Mr. DOMENIC!. Mr. President, first 
let me say that the chairman of the 
Budget Committee, Senator CHILES, 
has put the issue clearly before us, and 
I take this opportunity to compliment 
him for his patience, his persistence, 
and his forbearance in bringing us to 
this point. There were a lot of us who 
were not too sure we could get here 
this year, and I want to compliment 
him for that. 

As everyone· knows, Senator CHILES 
has decided, at the end of this term 
next year, to leave the Senate. While I 
have publicly made my views known 
about that, I have not had an opportu
nity on the floor of the Senate to indi
cate my genuine friendship for this 
man, nor have I had an opportunity to 
compliment him and his State. They 

" have sent us a true public servant in 
every sense of the word, a man of ab
solute integrity. Clearly when it comes 
to the budget and matters of fiscal re
sponsibility, he has been a leading 
force in trying to instill some common 
sense into our processes, and, yes, 
indeed, into the battle between Repub
licans and Democrats, the President, 
and the Congress in an effort to ad
dress this lingering devastating issue 
of continued deficit spending. 

Mr. President, having said that, let 
me suggest while that Black Monday 
with that enormous drop in the stock 
market is a few weeks behind us, I 
hope no one here thinks that we can 
go home for Christmas and return for 
a new year and not accomplish a sig
nificant deficit reduction. If anyone 
does, they are missing the absolute ob
vious. 

While there are many reasons to be 
concerned about the international 
markets, the American economy, and 
while many things have to be done in 
the next decade, one thing is obvious: 
The signals are strong, consistent, per
sistent-reduce the Federal deficit 
during periods of growth. When the 
economy is moving ahead, do not con
tinue the wild policies of major, major 
deficit spending. That is one message. 

The other is that there are certain 
crises in this country that require the 
President of the United States and the 
Congress, Democrats and Republicans, 
to act in concert. 

I really did not think we would ever 
see the President and Democrats and 
Republicans in both Houses joining to
gether in a deficit-reduction package. 
Years ago we used to do things like 
that on foreign policy, as I understand 
it. I understand there used to be a 
great rule named after a great Senator 
named Vandenberg; "Our disagree
ments stop at the seashore." But in 
matters fiscal that Monday served a 
purpose. It said to all of us and to the 
President, sit down together talk, and 
come up with an agreement. 

We are going to hear a lot today. We 
have already heard much about this 
package not being big enough, and, 
not reducing the deficit enough. As a 
matter of fact, we have heard, as my 
friend from Florida will know, people 
admonish us as members of that so
called economic summit and say, 
"Where were the leaders? Where were 
the people with guts? We need a little 
more absolute positive gusto for deficit 
cutting. Where is it?" 

Well, when you have to put together 
a package that the President will sign, 
that a Democratic House and a Demo
cratic Senate can pass, that Republi
cans will help them with, that is a dif
ferent story. That means everyone has 
to do some things they did not want to 
do. And we did that. We did not build 
this legislative package in its detail. 
But in that summit we ended up 
agreeing, and our President agreed, to 
some things he said he would not 
agree to before, Members of the other 
side agreed to some things on defense 
they had indicated they would not 
agree to before-we all agreed to re
strain discretionary appropriations for 
2 years. And we were not sure we could 
ever do that. 

There are many entitlements we did 
not touch. And the reason we did not 
touch them is because the President 
took them off the table. And remem-

ber the rule I just said. We were trying 
to get something that could pass and 
get signed, not another 2 months of 
confrontation, no winners, no Republi
cans as victors, no Democrats as vic
tors, going to the American public 
saying they won. Some of it we did not 
like. Some of it was tough. But we did 
it. That was the goal: To put our arms 
together and whatever flak we are 
going to take, take it collectively, Re
publican President, Democratic House 
and Senate, and Republicans in both 
Houses helping. 

So there are some revenues in here. 
And I compliment the Finance Com
mittee and their leader, Chairman 
BENTSEN. There are some entitlement 
savings in Medicare. They do not 
affect beneficiaries, but they are a bit 
tough on some of the institutions and 
medical professions. Yes. There is a 
little bite out of agriculture. Those 
programs are growing dramatically, 
and the farmers are probably as will
ing as any other group in America to 
get the deficits down. 

So there will be a reduction there. 
And I am not going to go through the 
list. But I am going to make this point: 
While we did not have any authority 
in this economic summit conference to 
draw legislation, this leadership 
amendment that is before us in terms 
of deficit reduction, the amount of 
revenues, the amount of entitlements 
in each of the 2 years, the mandatory 
reduction in the expected growth of 
discretionary programs in both years 
with caps on both defense and domes
tic are exactly as agreed to. 

There may be some difference of 
opinion on the substance. When we go 
to conference, the President has re
served his rights to accept nothing 
that is inconsistent with the summit 
conference. And there may be some 
things in this overall package between 
our leadership package and the under
lying reconciliation bill that are incon
sistent in the President's views. 

But we cannot solve every single 
problem on the floor of Senate. We 
still have to get the House in confer
ence, and then we still have to pass 
both Houses with that conference 
report. 

So, what have we accomplished? I 
would like to put it another way. For 
those who want to do nothing, they do 
not want the leadership package; they 
do not want the Kassebaum package; 
they did not want Senator GRAMM's 
changes in the Kassebaum package. 
What they want in my opinion-and I 
have the greatest respect for all of 
them, if there are 10 or 20 of them 
around here-they want chaos in my 
opinion. They want a sequester. 

I have spoken to the sequester issue. 
I have worked hard on it. I did not 
happen to be for it this year. Gramm
Rudman-Hollings II did not get my 
support. I was among the 38 who 
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voted against it. But I know this: The 
sequester is neither a game plan for 
responsible government, nor is it a 
game plan for responsible deficit re
duction. It is a hammer, a train on a 
track that is about to wreck. You do 
not expect the hammer to hit you in 
the head, and you do not expect the 
train to crash. 

What do you expect? You expect 
Congress and the President to adopt a 
prudent policy that avoids it. No one 
to my knowledge who advocates a se
quester says it is something we ought 
to invite, adopt, encourage, let happen 
if there is a substantive alternative 
that reduces the deficit and is reasona
ble-no one. Twenty percent of the 
total budget is sequesterable, and 80 
percent is not. Defense under this se
quester would get about a $25 billion 
budget authority reduction, arbitrary 
and across the board, in one swoop. I 
mean it is almost insane in the sixth 
or seventh year of buildup that has 
stagnated and will not grow much to 
think that a sequester is good policy. 

So all of these things pushed us to 
accomplish something. And that is 
what we are here asking the Senate to 
vote for ultimately, the so-called lead
ership package. 

I would also say to the Senate-I 
said it in all dollar respects, money re
spects-that deficit reduction respects 
meets the summit's concurrence, and 
the summit agreement. It does. On the 
revenue side it is right on target. It 
met not only the agreement but the 
statements of the chairman of Fi
nance, Ways and Means, and the 
President about not only the dollar 
numbers but the type of subject 
matter which would be in the agree
ment. Entitlements on Medicare and 
agriculture meets the agreement, as 
well as the sale of assets. There might 
be a dispute on the REA refinancing 
when we go to conference. But we 
have actually placed in this leadership 
package $2.5 billion in asset sales in 
excess of the summit agreement so 
that we go to conference with the abil
ity to negotiate with the White House 
and others regarding the asset sale 
package. As a matter of fact, this defi
cit-reduction package is $33.7 billion in 
the first year instead of the $30 billion 
we expected. This is because of those 
asset sales that I have just described, 
giving us some latitude on that pack
age in conference. 

Mr. President, some people, both 
within the Senate and out in the 
marketplace-some about 15 minutes 
ago-have been critical of the size of 
this package. Some have sort of chuck
led that we surely should be able to do 
more in this kind of crisis. Well, I say 
to all of them, just think of what the 
U.S. Congress will look like if we do 
nothing. 

I think $33 billion in the first year, a 
2-year mandatory budget for the first 
time in history, $45 billion in the 

second year, done in concert among 
Democrats, Republicans, and the 
President. The President has never 
been able to get an agreement of this 
magnitude with Congress since early 
in his tenure, nor have we with him. 
For this reason alone, I think this 
agreement sends a very positive signal. 

We are not doing this for the stock 
market or Wall Street. We are doing it 
because we are worried about our eco
nomic future, jobs in your city and 
mine, for our children. We want to 
keep growth going and add jobs and 
prosperity. 

I believe that, in essence, this is a 
very positive act. It moves in the right 
direction, and clearly it is better than 
doing nothing, by a long shot. In my 
opinion, it is dramatically better than 
a sequester. 

I have said before, and I want to say 
one more time, that this sequester, if 
we let it go in place, come January and 
February, has no chance of sticking. It 
will not stay. Can you imagine that on 
February 5 or 6, we come back, and we 
have not done anything? Except a se
quester? Can you imagine what our 
President is going to ask us to do on 
defense when what we have done as I 
have described is totally arbitrary? He 
will ask that we put some money back. 
The response from the other side and 
from many of us will be to put some 
money back in domestic programs. 
These programs will have also suf
fered enormous arbitrary cuts. The 
end product: No deficit reduction come 
March. That is how I see it. Is that 
really what we want to do? 

Frankly, I believe that is a negative 
outcome in all respects. We cannot 
work together. That is a negative. We 
cannot do anything but try to trust 
this across-the-board activity that will 
not stand the test of reality. All of 
those are negatives. All pluses evolve 
from passing the package. 

Mr. President, there will be two sub
stitutes-I use that word loosely-for 
the leadership package. I have nothing 
but the highest regard for both propo
nents. Senator KAssEBAUM's package 
has some very exciting ideas. Senator 
GRAMM's substitute for that, if he 
offers it, is certainly deserving of con
sideration. But I want to say to them 
in advance: Remember, we went to the 
economic summit to get something 
that could pass both Houses and get 
signed by this President, our Presi
dent, and become law. We believe that 
after conference, some adjusting, we 
have exactly that in the leadership 
package. I do not believe there is any 
other game in town that has those 
qualities, no proposal that has those 
characteristics. 

So, not by way of substantive objec
tion, I will have to oppose them, but 
clearly I compliment their sponsors 
and supporters in advance. 

I do hope, however, that before we 
wrap up this reconciliation, we will 

adopt the leadership package with few 
amendments, if any; work our will on 
the remainder of the reconciliation 
package. There are some disputes with 
reference to the fairness doctrine and 
other things-and certainly by some
time tomorrow send the package over 
to the House, so that we can have a 
conference on this entire package. 

Mr. CHILES. Mr. President, I ask 
unanimous consent that small elec
tronic calculators be permitted on the 
floor of the Senate during the consid
eration of S. 1920. 

The PRESIDHTG OFFICER. Is 
there objection? The Chair hears 
none, and it is so ordered. 

Mr. BYRD. Mr. President, will the 
distinguished Senator from Florida 
yield on his time? 

Mr. CHILES. Mr. President, I yield 
from the bill such time as the majority 
leader might utilize. 

Mr. BYRD. I thank my able friend. 
Mr. President, the deliberation on 

the leadership amendment to imple
ment the budget summit agreement is 
an exercise in the practical, the 
doable, the attainable. For 6 years, the 
Congress and the President have been 
at odds on how to reduce the deficit 
without crippling America's future. 
Those differences, and the resulting 
inaction, have been at the root of this 
country's major domestic problem
the budget deficit. Our people, let 
alone our allies, are increasingly con
cerned at the inability of this Govern
ment to set its financial house in 
order. 

Every Senator has heard of the con
sequences of failing to reduce the 
budget deficit-cohtinuing trade prob
lems, more borrowing from foreigners, 
turmoil on Wall Street, reduced stand
ards of living, higher interest rates, 
and a growing perception of a Govern
ment incapable of governing. 

In addition to those woes, there is · a 
new one this year-sequestration. 
Without a budget agreement, the 
automatic budget cuts contained in 
the Gramm-Rudman law would be 
triggered. And if sequestration became 
a permanent reality, we would all 
surely hear from our constituents. I 
know I would certainly hear from my 
people in West Virginia who are tireq 
of the fingerpointing and are ready for 
some fiscal responsibility. 

The budget levels afforded to na
tional defense under a sequester would 
sap our readiness and undermine our 
ability to def end vital interests 
throughout the world. Yet, this is just 
the opposite of what we should be 
doing with the signing of the INF 
Treaty. The signing of the INF Treaty 
makes it incumbent on us, more than 
ever, to sustain the strength of our 
conventional forces. 

As a matter of fact, when the Senate 
was debating the Defense authoriza
tion bill-I believe it was the Defense 
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authorization bill-I offered an 
amendment to require the Secretary 
of Defense to conduct a study of the 
modernization needs of our conven
tional and nuclear forces that would 
result from the ratification of an INF 
Treaty. That amendment was adopted, 
and it requires the submission of that 
study to the Senate, along with the 
submission of the treaty. 

Mr. President, a sequester, if it were 
to go into effect, would be sending ex
actly the wrong message and going in 
the wrong direction from the direction 
in which we are going as we consider 
the INF Treaty. 

If the sequester were to go into 
effect, the budget levels for drug en
forcement would let more drugs slip 
across our borders and onto the 
streets, poisoning our children. 

Similar tales can be told of lapses in 
aviation safety, health and safety in
spections, and other vital services if 
the automatic, across-the-board spend
ing cuts become permanent this year. 
Across-the-board sequester cuts, far 
from being the easy answer some be
lieve them to be, are fundamentally ir
responsible. 

Thus, the task of the budget nego
tiators this year was not just to reduce 
the deficit, but to do so in such a way 
as to avoid gutting those programs 
that protect our citizens, and that pro
tect this Nation's security. Fortunate
ly, the negotiators succeeded. Once im
plemented, the budget summit agree
ment will reduce the deficit and obvi
ate the need for a sequester. 

But it will do another important 
thing. It sets a framework for future 
progress on the deficit. It is a begin
ning step that shows that the Presi
dent-yes even a Republican Presi
dent-and the Congress-yes, even a 
Democratic Congress-can work to
gether toward the greater national in
terest. 

There have been those, inside Con
gress and out, who complain that the 
budget agreement is too little, too late; 
that it is insufficient to bolster the 
stock market or restore the confidence 
of our allies; in short, that it is a 
mouse. 

Mr. President, I find such character
izations are a little bit discouraging 
and somewhat off the mark. The rep
resentatives from the administration, 
the congressional committees, and the 
leadership, labored for 4 weeks, into 
the evenings, on weekends, on holi
days, in search of a budget package 
that all could agree to. They deserve 
our sincere congratulations for their 
perseverence and their perspiration. 
During those talks, they considered 
many plans. Yet none, save the one 
before us today, could command the 
support of the President and the joint 
congressional leadership in both 
Houses. 

I said at the outset that the delibera
tions over this leadership amendment 

would be an exercise in the practical 
and the achievable. This budget is 
achievable. The leadership supports it. 
The President supports it. It can be 
enacted. It is a guarantee of deficit re
duction this year. 

Now as to those who believe that it 
is not enough, let me ask them to con
sider the fact that, in its first 2 years, 
this budget will surpass previous ef
forts in the amount of permament def
icit reductions achieved through legis
lative changes. 

In its first year, this amendment will 
save $29 billion from the CBO baseline 
deficit for 1988 and $50 billion for 
1989. So there is a total of $79 billion 
for 2 years. Now it is my understand
ing that that is the greatest amount 
ever for 2 years in budget reduction. 

So, let us not refer to it as "just a 
mouse." It is the best ever; it is an ac
complishment. And I have already in
dicated what would be the result if 
this were to fail. So that is no small 
feat, Mr. President. It should engender 
the support of those who are commit
ted to real, permanent deficit reduc
tion. 

There are many in this Chamber for 
whom this budget agreement and this 
amendment are not ideal, and I am 
one of them. This is not the package 
that any one of us would construct if 
any one of us were a king. But the 
greater goal of enacting into law a 
measure to reduce the deficit takes 
precedence. The President has his 
budget. The Congress has its budget. 
Neither approves of the other's 
budget. Yet without agreement, chaos 
will reign. 

This budget achieves that necessary 
agreement and avoids chaos. It is a 
balanced approach, combining revenue 
increases, with spending cuts, both in 
defense and domestic programs. It is a 
responsible budget, and it is responsive 
to the needs and priorities of the coun
try. I may not agree with every single 
piece of this package, but tbe common 
good resulting from its enactment 
overshadows any individual shortcom
ings. I support the leadership amend
ment as the best, indeed the only, way 
to reduce the deficit this year. 

I urge all of my colleagues to vote 
for the leadership amendment and to 
vote against amendments to the lead
ership amendment. 

Let us keep in mind that this is an 
amendment that has been agreed 
upon by the Republican leadership in 
the Senate, the Republican leadership 
in the House, the Democratic leader
ship in the Senate, the Democratic 
leadership in the House, and the Presi
dent of the United States. 

Now start tampering with it and it 
begins to unravel. When that happens, 
some of these elements of leadership 
in one place or the other will jump 
ship and down goes the package. 

So let us be careful. We may not like 
it in its entirety, and there may be 

some parts of it we do not like that 
otherwise we would not support. But 
let us take the achievable. This is the 
achievable. This is the agreed-upon 
package. This is the leadership pack
age. This is the package that has been 
agreed to by the President. 

We must not tamper with the lead
ership amendment because once it is 
changed, then it is no longer an 
agreed-upon leadership package with 
the combined support of the Republi
can and Democratic leadership in both 
Houses and the President of the 
United States. 

Mr. President, I yield the floor. 
Several Senators addressed the 

Chair. 
The PRESIDING OFFICER. The 

Senator from Nebraska. 
Mr. EXON. Mr. President, I would 

like to ask some questions. 
The PRESIDING OFFICER. Who 

yields time? 
Mr. EXON. Will the majority leader 

yield me 5 minutes or whatever time is 
appropriate so that I might ask some 
questions? 

Mr. BYRD. On behalf of Mr. CHILES, 
I yield the distinguished Senator 5 
minutes. 

The PRESIDING OFFICER. The 
Senator from Nebraska is recognized. 

Mr. EXON. I thank the leader and 
the Chair. 

I just listened to the majority leader 
outline the leadership proposal. I be
lieve that he and others know and rec
ognize that I feel that we should be 
doing more and I will be supporting 
another amendment that is going to 
be offered, but I simply say that there 
is no question in this Senator's mind 
that the leadership package, although 
I think it is lacking in what we need to 
do, is far, far better than falling back 
on the sequester under Gramm
Rudman for a whole variety of rea
sons. 

The message has been quite clearly 
delivered here on the floor of the 
Senate this morning that this package 
has been agreed to by the Democratic 
and Republican leadership in both the 
House and Senate and that this pack
age has been agreed to by the Presi
dent of the United States and his rep
resentatives. 

If that is accurate, which I hope it 
is, then I assume that there will not be 
significant changes made in the pro
posal in the conference. But I would 
like to ask a question of any one of the 
participants in the budget summit as 
to whether or not all of the matters 
have indeed been resolved. It was my 
understanding and it certainly was the 
intention that when this package was 
presented to the House of Representa
tives and the U.S. Senate, it would be 
a package that had been agreed to in 
toto by all parties involved and that 
there would be no changes made in it 
in the conference. I now understand 
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that there are certain matters still 
under negotiation, the REA financing 
being one of them that I would like to 
ask about specifically, and it seems to 
me that both the House and the 
Senate want to take advantage of the 
REA financing cut of $5 billion. There 
seem to be some thoughts that the ad
ministration now would like to elimi
nate that or at least cut it in half to 
$2.5 billion. 

I simply want to know. That is one 
of the things that I understand is still 
in dispute. Are there other matters in 
the leadership package that is being 
offered here as agreed to by the 
Democratic and Republican leadership 
in the House and Senate and the 
President of the United States that in 
fact have not been agreed to? I think 
myself and others are entitled to some 
explanation in that regard. 

Mr. CHILES. I thank my good friend 
from Nebraska and I will answer his 
first question specifically, and I will 
think some and ask my distinguished 
friend from New Mexico to help me 
with the second. 

As we went through, you know we 
discussed sort of everything and we 
discussed asset sales, time after time 
after time. It was very difficult to 
come to agreement. As you know, at 
one time the Senate did not want to 
score anything on asset sales and the 
Gramm-Rudman-Hollings said that we 
would not, and for sequester purposes, 
that is still true. 

So we have to meet our sequester 
savings and we do in this package 
without asset sales. But in an effort to 
try to show we were doing more on the 
deficit, it was sort of agreed that we 
would have some asset sales and so we 
agreed on that figure and I think it is 
$5 billion in the first year and $3.6 bil
lion in the year 2 that would come off 
of asset sales. So we could agree on the 
number. 

Now, as to where the asset sales 
would come from, the administration 
did not want any of the REA savings 
and they took that position from the 
time we started, all the way through 
the first 3 weeks or so of the meeting. 

Here we are getting into week 4, se
quester is ready to fall on us, and you 
know to many of us who felt that we 
should have been able to do this in the 
first week or the second week, that 
was an interminable amount of time 
we spent. We went over the same areas 
time after time. 

But finally, as the sequester actually 
sort of went into effect, we knew the 
deadline was upon us and we were 
forced then to start making decisions. 
And we made decisions in a lot of the 
hard areas-what the revenue number 
would be finally, what the caps would 
be in defense, and what would happen 
in foreign assistance. 

Asset sales did not have to be quite 
as big on everyone's priority because it 
was not part of Gramm-Rudman-Hol-

lings, it was not part of the sequester, 
and we got down to that at the last 
and still could not come to any agree
ment. 

What happened was, as near as I can 
tell it-and again I ask the distin
guished Senator from New Mexico to 
add to this-the administration said, 
"We will never accept more than half 
of the REA savings and we would only 
accept that if there were certain pro
hibitions made or conditions made in 
regard to those savings that we are not 
having REA's come back in or that we 
know that this is not going to be a 
total raid on the Treasury." 

Now, those conditions were never 
spelled out. No one ever said we accept 
those conditions. No one, to my knowl
edge, on a piece of paper said, "Well, 
we will only accept $2.5 billion of the 
savings." But I think we all did know
certainly the Senator from Florida 
did-that that was the position of the 
administration; that where they had 
resisted REA savings totally, they fi
nally said that they would accept up 
to one-half. 

I assume when we go to this confer
ence, of course, we are putting togeth
er a package which has to become law 
and so we will have the House and the 
Senate there, but we will have also the 
administration looking over our shoul
der, so to speak. 

So as to the agreement itself, the 
agreement itself was silent on that. 
Nothing was written into that agree
ment. But I think everyone knew what 
the administration's position was. In 
fact, I think Chairman FOLEY, who 
chaired the subcommittee, sort of re
peated that as being the position sev
eral times. 

If you ask me if I think I am legally 
bound or morally bound to that, no, I 
do not think I am bound to it. But I 
think I am certainly put on notice that 
that is strongly their position. 

Mr. DOMENIC!. Will the Senator 
yield? 

Mr. EXON. I would be glad to yield, 
but let me ask a further clarifying 
question. 

What are the figures for REA fi
nancing in the House and Senate ver
sion of this compromise as you go into 
conference, assuming the leadership 
package will be approved here? 

Mr. CHILES. I think it is $5.3 bil
lion. We have also added in some other 
asset sales for $2.5 billion. So that 
there will be room to see that we come 
out with at least $5 billion in asset 
sales so that we will know we met 
what the summit agreed to as being 
those kinds of savings. 

Mr. EXON. My question, though, is, 
if the House has specified $5 billion in 
REA sales and the Senate has speci
fied the same $5 billion, under ordi
nary circumstances, that would not be 
conf erenceable and could not be re
duced, is that not right? 

Mr. CHILES. I think that under our 
rules, we do have a wide open scope in 
conference on the bill. And I do not 
think the Senator should feel that he 
is simply protected by the fact that we 
would be doing something else. 

Mr. EXON. But if we could change 
this, if both Houses have specified $5 
billion, if we could change that up or 
down, I guess is what you are saying, 
to zero, 2.5, to 4.5, to 9. 7, does that 
apply to everything else in this agree
ment? I mean, is everything open so 
that the positions taken by the House 
and the Senate in this bill go to con
ference and then the conferees are not 
bound by what either the House or 
the Senate mandated or dictated or at 
least to that which they gave their ap
proval? 

Mr. CHILES. Well, I feel personally 
that we are bound by the shape of the 
leadership agreement. But that is 
more of a moral binding. I think the 
rules themselves allow considerable 
latitude in this conference under rec
onciliation. 

Mr. EXON. More than in a normal 
conference on another bill? 

Mr. CHILES. Yes. 
Mr. DOMENIC!. Will the Senator 

yield? 
Mr. EXON. I am happy to yield. 
Mr. DOMENIC!. Let me see if I 

could put what we have before us and 
what we have to do in the next 8 or 10 
days with the House to accomplish the 
deficit reduction pack.age into perspec
tive another way. 

The Senator is very familiar with 
the defense appropriation bill and the 
defense budget. Now, the summiteers 
agreement with the President of the 
United States concurrence is an abso
lute total number in budget authority 
and outlays for the appropriations of 
the Defense Department. The House 
has a much lower figure in its appro
priation bill. And, as you well know, 
the Senate Appropriations Committee 
has come up with an appropriation bill 
that hits that target almost exactly. 
But they must to to conference, I say 
to my friend from Nebraska. There are 
differences between the two bills. 

The only thing to which the summit 
agreed unequivocally was that defense 
would get that amount of money that 
you are aware of in budget authority 
and outlays. So they must confer on 
all other issues. 

There is sitting on the sidelines of 
the conference, the administration, 
having been part of the summit, 
saying, ~·we have an agreement on the 
number. Let us make sure we work out 
a bill that we do not have to veto be
cause it has something that we abso
lutely do not want and that we have 
never agreed to and that was never 
mentioned as an item in the summit." 

That is why I have said very careful
ly to the Senate that the substantive 
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savings are consistent with the 
summit. 

I might say the tax bill is a good ex
ample for my friend from Nebraska. 
The House has a reconciliation tax bill 
that is the result of committee actions 
3 months ago. We now have a new one 
that is the result, of the summit, the 
immediate postsummit bill. The 
Senate Finance Committee and the 
House Ways and Means Committee 
still have to go to conference. 

I can tell the Senate, on behalf of 
the summiteers and the administra
tion, that the bill that the Finance 
Committee produced is consistent with 
the summit conference. I cannot tell 
you that when they go to conference 
there will not be something changed. 
The House has to work its will, within 
the bounds of the total dollars num
bers we have agreed to. 

In the case of asset sales, I say again 
to my friend from Nebraska, the sum
miteers agreed to $5 billion in the first 
year, $3.5 billion in the second year. I 
can tell the Senate this agreement 
does that and more because it has a 
total of $7.5 billion in asset sales. 

But I do not think we can predict 
with absolute certainty how the con
ference on those asset sales, including 
REA, will come out. The administra
tion has reservations such that they 
want to work with us to achieve area 
refinancing package they can sign. I 
think that is the best I can say. 

Mr. EXON. I thank the leaders of 
this bill for their explanation. I just 
simply want to say that I hope that 
since the House and Senate are on 
record for $5 billion savings, that you 
do everything you can to hold to that. 
It seems to me that if you have addi
tional savings in the asset sales on top 
of that, it is not going to hurt a thing, 
as far as controlling the deficit is con
cerned, if we would go up to $7.5 bil
lion or even more to help us out in this 
particular difficult economic period. 

I thank both of the leaders and I 
thank the Chair. 

The PRESIDING OFFICER. Who 
yields time? 

Mr. DOMENIC!. Mr. President, I 
had told the distinguished Senator 
from Texas that I am going to yield 
time to him off of our side. I am going 
to do that in just a moment. 

Mr. President, before I yield to my 
friend from Texas, I want to compli
ment a couple, husband and wife. I do 
not know them at all. They are not 
from my State. I have sent a copy of 
this correspondence to the Senators 
from Missouri because it happens that 
Bill and Jane Britt, from Dexter, MO, 
are their constituents. 

In the early days of December, in 
the midst of the economic summit con
ference, a letter arrived at my office. I 
was, indeed, shocked and pleasantly 
surprised. It was a handwritten letter 
by these two marvelous people, direct
ed to me. Interestingly enough, it had 

a check attached. Not a check-a 
money order, because they did not 
want to waste time. It was made out to 
the Senate Budget Deficit Reduction 
Fund. 

We do not have any such fund. How
ever, I assume that passing this bill is 
the closest opportunity we have to 
relate to a Senate budget fund. That 
money order was for $164 and some 
cents. 

The handwritten letter to me said: 
"Sir," -and then it goes on with an in
troductory paragraph that I will not 
read in its entirety, but it talks about 1 
day's pay worth of sacrifice. This man 
and women, who were obviously fully 
employed in America, decided to send 
1 full day's pay to the Senate Budget 
Deficit Reduction Fund. Let me read 
part of the letter: 

"What if every working American 
gave 1 day's pay to be used only on 
lowering the deficit? Money's to be 
sent in," as they indicate, "by cashier's 
check or money order. Thus to hold 
down extra spending on any unfore
seen trouble. One day's pay voluntari
ly," they say. 

"We live in the greatest land in the 
world. We have learned our lesson 
• • • so now we need to use what we 
have learned and get the deficit down. 

"To show that we really believe that 
this could work, we are enclosing our 
day's pay. What better gift could we 
give our children and the children of 
America than the hope of a stronger 
America?" ending with a quote from 
John Kennedy, and they put quotes 
around it: "Ask not what the country 
can do for you, but what you can do 
for the country." Bill and Jane Britt. 

For any Senators who are going to 
vote today and have an argument with 
one piece of this leadership package or 
another, I hope they will remember 
the spirit of this letter. I mean, some
body has to sacrifice. Some program 
has to give a little bit. Somebody has 
to pay a little more in taxes to get this 
deficit down. 

I ask unanimous consent that that 
letter and a copy of their remittance 
be made a part of the RECORD and I 
yield 10 minutes to the distinguished 
Senator from Texas. 

Senator PACKWOOD, distinguished 
junior Senator from Oregon, has 
asked that I yield him time. I want to 
state as soon as I have the floor again 
I will yield him whatever time he 
needs. 

There being no objection, the mate
rial was ordered to be printed in the 
RECORD, as follows: 

U.S. SENATE, 
COMMITTEE ON THE BUDGET, 

Washington, DC, December 1, 1987. 
Hon. JAMES A. BAKER III, 
Secretary of the Treasury, Department of the 

Treasury, Washington, DC. 
DEAR JrM: I am enclosing a copy of a letter 

from Mr. & Mrs. Britt of Dexter, Missouri, 
which I received yesterday. I wanted to send 
this to you personally because, as you will 

note when you read their letter, they not 
only wrote me about their concerns regard
ing the deficit but also enclosed a money 
order which represents one full day's pay 
for them to be applied toward deficit reduc
tion. 

We all have received numerous calls from 
people all over the country with countless 
suggestions for reducing the deficit, but this 
is the first "concrete" proposal I have re
ceived. 

Thanks for making sure this contribution 
towards lowering the deficit gets deposited 
in the right pot. 

Sincerely, 

Enclosures. 

PETE V. DOMENIC!, 
U.S. Senator. 

DEXTER, MO, 
November 20, 1987. 

Senator PETE v. DOMENIC!, 
Capitol Hill. 

SIR: In a conversation between my hus
band and myself, he made a statement that 
has stuck with me, he said, "what would 
happen, if every working American, gave 
one day's pay to help lower the deficit". 

I think it would be a great step forward, 
we are in a mess and now is the time for all 
Americans to come to the aid of our coun
try. 

What if every working American gave one 
day's pay, to be used only on lowering the 
deficit monies to be sent in by cashiers 
check or money order. Thus to hold down 
extra spending on any unforseen trouble. 
One day's pay voluntarily. We live in the 
greatest land in the world. We have learned 
our lesson, hard though it was, so now we 
need to use what we have learned and get 
the deficit down. 

To show that we really believe that this 
could work, we are enclosing our day's pay. 
What better gift could we give our children, 
and the children of America, than the hope 
of a stronger America. "Ask not what the 
country can do for you, but what you can do 
for your country". 

BILL AND JANE BRITT. 

PERSONAL MONEY ORDER 
First Citizens Bank. 
11-23, 1987, No. 145608. 

Pay to the order of Senate budget deficit 
reduction fund, $164.00. 

Remitter-Jane M. Britt. 
The PRESIDING OFFICER. The 

Senator from Texas is recognized. 
Mr. GRAMM. I thank the distin

guished Senator from New Mexico for 
yielding to me. I find myself torn in 
this debate and I have tried to figure 
out why. I think it goes back to that 
basic human instinct, the instinct for a 
parent to love even a very ugly child. 

As I look at the leadership amend
ment I find myself torn, really, for sev
eral reasons. No. 1, I am very disap
pointed in the agreement and I am not 
for it. I do not think it is enough. I do 
not think it responds to the problem 
we face. But, on the other hand, I 
know it would have never come about 
had it not been for the Gramm
Rudman-Hollings balanced budget law 
and, therefore, along with 70 or so 
other Members here who vigorously 
supported that law, I am at least a 
foster parent of the budget summit 
agreement. 
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So I did not rise today, Mr. Presi

dent, to urge people to vote one way or 
another but to make several points 
that ought to be heard in the debate. I 
will make those points without hoping 
to sway anybody. I will feel better as a 
result of having made them and per
haps they will provide information 
that could affect the debate some 
other day. 

First of all it is so vitally important 
that the American people understand 
that Government does not use the 
same language that the people of 
America use. We have heard a great 
debate over the last month or so about 
whether we cut enough as this pack
age has been put together. I submit, if 
you went to Illinois or Texas or 
Oregon and you went out in the street 
and you asked the average citizen: 
What do you mean when you say "cut 
spending?" They almost invariably 
would say: If I said I cut spending I 
would mean I am spending less than I 
spent last year, less than I spent last 
month, less than I used to spend. That 
is what the American public means by 
"cut." They mean reduce, relative to 
what you used to do. 

Our greatest confusion in the budget 
debate comes from the fact that when 
we talk about cutting spending, we 
have changed the meaning of the word 
so that we are talking about cuts rela
tive to what we had planned to spend, 
not relative to what we actually did 
spend. And that is vitally important. 

I want to make a couple of state
ments that may sound startling, but 
they are true. There has never been a 
cut in spending in the aggregate since 
Ronald Reagan has been President. 
We have never passed a budget since 
Ronald Reagan has been President, 
nor has he proposed a budget, that in 
the language of Dickie Flatt, from 
Mexia, TX, would actually cut spend
ing. In fact, despite all the people who 
are running around the country whin
ing about what has happened with 
these so-called cuts in Federal spend
ing and how it is a dark day for all the 
people riding in the wagon who bene
fit from Government services, I think 
it is very instuctive to look at what has 
happened to Federal spending since 
Ronald Reagan has become President. 

In 1981 we were spending $678.2 bil
lion. This year, in the last estimate we 
are spending $1,015,600,000,000. That 
is a growth in spending of 49.7 percent 
since Ronald Reagan has become 
President. Every year that we have 
passed a budget since Ronald Reagan 
became President, we have had a great 
debate about cutting spending and yet 
spending has grown every year and 
has grown by an aggregate 50 percent. 

Some might say: Well, yes, but you 
are talking about increases in defense. 
So I thought I would figure the 
number up if you just take defense 
out. If you take defense out, Federal 
spending has grown from $521 billion 

to $733 billion, or 40.6 percent growth 
in nondefense spending. 

This year we have had a lot of talk 
about cutting spending, a lot of talk 
about shared sacrifice. In fact, this 
marvelous couple that sent their check 
to Senator DoMENICI wanted to do 
their fair share. They were willing to 
give a day's pay. I would bet you they 
thought we were talking about really 
cutting spending. 

They figured if we are going to cut 
spending, maybe we ought to pay 
more taxes. 

Let me just review what we really 
mean in this compromise when we 
speak of cutting spending. 

Last year in defense, we spent $282.5 
billion. According to the baseline from 
which we measure deficit reduction, 
which simply plugs in an inflation rate 
to last year's figure, we would have 
spent $290.5 billion had we done noth
ing. That figure was cut in the budget 
summit by $5 billion. So in this com
promise, after the cut in spending, we 
are going to spend $285.5 billion on de
fense, which is a $3 billion increase 
over last year, which is a 1.1-percent 
increase in defense spending. 

Nowhere else on Earth is that a cut 
in spending except in Washington, DC. 
It may be in Moscow, but I am not fa
miliar with their budget. 

On non defense discretionary spend
ing, spending not required by entitle
ments but spending that is not for de
fense, we spent $175 billion last year. 
We claimed to have cut $2.6 billion, 
but, actually, we are approving in this 
compromise $182.1 billion or $7.1 bil
lion more than we spent last year. 

In fact, the discretionary part of the 
nondef ense budget under this compro
mise that "cuts spending" grows by 4.1 
percent. 

Entitlements and mandatory pro
grams grew from $465.8 billion to 
$502.5 billion, that means they grow 
under the terms of this compromise by 
$36. 7 billion or 7 .9 percent. 

In fact, after the "cuts" we have 
made, if you add up the colmnns and 
you compare last year with this year, 
total spending grows by 4.5 percent. 
The truth is that we have not cut 
spending. We have not reduced de
fense spending, we have not reduced 
nondef ense discretionary spending, 
and we have not reduced entitlement 
spending. In fact, under this compro
mise that is supposed to represent 
fiscal responsibility, spending grows 3 
times as fast as it grew last year. 

The point I am trying to make here 
is this: Every year we are deceiving the 
American public by using words that 
mean different things. The American 
public would revolt at this whole proc
ess if they really understood that we 
have not cut spending in the postwar 
period. In fact, there has not been a 
year since the end of the war period, if 
you date it in 1946, where we have ac
tually reduced Government spending. 

Last year, we made the best effort to 
control spending since Eisenhower was 
President in 1955. Spending grew, last 
year, by 1.2 percent, and that was a 
dramatic, almost revolutionary, 
achievement. 

I want the American people to un
derstand that when we are talking 
about raising their taxes and sharing 
sacrifice, that there is no sacrifice 
inside the beltway in Washington, DC. 
We have not cut spending. No one has 
proposed cutting spending. The whole 
debate has been about controlling the 
growth of spending, and this year we 
are not doing a very good job at that. 
Last year we did quite a good job. 

I do not want to end my remarks 
without putting them in perspective. 
As I look at this compromise, I am 
torn because it is clear--

The PRESIDING OFFICER <Mr. 
CONRAD). The time of the Senator has 
expired. 

Mr. GRAMM. Will the Senator yield 
an additional 5 minutes? 

Mr. DOMENIC!. I yield. 
Mr. GRAMM. I am torn as I look at 

this compromise because it is clear 
that had we not had the constraints of 
the Gramm-Rudman-Hollings law, the 
deficit would be a lot higher. The 
plain truth is this package is an im
provement over what would have hap
pened in the absence of any binding 
constraint on government. 

Is it better than the sequester order? 
Clearly, in terms of spending, we are 
going to spend a lot more money 
under this compromise than we would 
have under sequester. Is it better eco
nomically than the sequester order? 
We could debate that far beyond the 
time limit we have here to debate. Is it 
better politically? My guess is it prob
ably is. 

But the relevant point is that it is 
not as good as it ought to be, given the 
provisions of a law that required us to 
act and reduce the deficit by at least 
$23 billion and given the instability in 
the stock market which clearly was a 
result of the fact that after 2 years of 
lowering the deficit we let spending 
start to grow on us, and we let the def
icit start to rise. The Federal Reserve 
Bank responded to that by taking its 
foot off the gas and stepping on the 
monetary brake. The American invest
ment public, which had thought we 
were going to do something about the 
deficit changed its expectations. Inter
est rates started to rise. Instability in 
the stock market, which clearly is a 
leading indicator of the economy, ap
peared. 

We had · an opportunity to do more 
in the budget summit. We failed in 
that opportunity. I think it is unfortu
nate that that happened. We will have 
the opportunity again next year and 
the next, and, thankfully, we are going 
to continue to debate this issue. 
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I think it is important that people 

look at it in that perspective. 
Senator KASSEBAUM will offer an 

amendment that has a spending 
freeze, but that also freezes the tax 
rate at 38 percent rather than allow
ing the tax reform package to go into 
effect. 

I will off er an amendment to strike 
the revenue provisions of the Kasse
baum proposal so that we can vote on 
her spending control measure with the 
revenues in the leadership package. I 
hope that my colleagues will vote for 
my amendment and give us an oppor
tunity to vote on that. 

If that fails, I will off er an amend
ment that simply freezes discretionary 
spending, defense and non defense 
alike, at last year's level. That is a 
modest proposal. 

I know a lot of people are committed 
to this package. We can make this 
package a little bit better if we can 
adopt that amendment. I hope they 
will not harden their hearts, having 
committed to love this little ugly baby. 
If we can doctor it up a little and put a 
little ribbon in its hair, dress it up a 
little and make it a little more lovable, 
I hope they will not refuse to give us 
that opportunity. 

In any case, I want to congratulate 
those who have worked long and hard 
on this package. I wish I had had a 
chance to work on it. I think I would 
feel better criticizing it if I had had a 
chance to have had an input and 
failed. On the other hand, not having 
been there and done the work, it is 
easy from the outside to be critical. I 
am not going to vote for this package, 
assuming the amendments fail. This 
package was not written to get my 
vote or win my heart. It was written to 
get a majority and respond to the re
quirements of the law. Every Member 
will have to make their own decision 
as to what they are going to do. 

It was an opportunity missed. That 
opportunity will be back next year and 
the next and the next until 1992 when 
hopefully we will have fulfilled the re
quirements of the law and balanced 
the budget. I hope we can do that by 
controlling spending. 

If everybody in the country gave 1 
day of their pay it would help now, 
but if we keep spending money at the 
growing rate that we now are spending 
money. in a very short period of time 
we will have squandered their 1 day's 
pay and we would be asking them for 
another and then another and then 
another. 

Our problem is a spending problem. 
It ultimately has to be dealt with as a 
spending problem. I yield back the re
mainder of my time. 

Mr. DOMENIC!. Mr. President, I am 
going to take just 2 minutes and then 
yield as much as the distinguished 
Senator from Oregon desires. 

I want to say very briefly to my 
friend from Texas, first I listened at-

tentively to his remarks and I compli
ment him for his grasp of fiscal policy 
and budget issues in the United States. 
Obviously today on this package I dis
agree with the Senator, but I believe 
his remarks have been very, very 
guarded. 

The Senator has thought through 
the issue very carefully. and I can read 
the Senator's remarks one way by 
saying this package, he does not like 
the package and would like to make it 
more lovable-he has a strange defini
tion of lovability. Nonetheless it seems 
to me that I am drawing from the Sen
ator's remarks that it is better to 
adopt a package like this than have a 
sequester. 

That is just my interpretation. But I 
would say to the Senator, he spent a 
considerable amount of time describ
ing for those who care to listen how 
we budget around here, that we 
budget off of a growth rather than off 
of an existing set of policies. That is 
true. but I would say to the Senator
and I do not want to make this state
ment without permitting the Senator 
to comment-the Gramm-Rudman
Hollings tool, the so-called sequester 
under Gramm-Rudman-Hollings, is 
not calculated off of this year's budget 
either. This was not exactly the Sena
tor's choice; we had to go to confer
ence and get the House to agree. It is a 
funny kind of duck, so to speak. 

You add 4.2 percent to everything 
including prior year mandatory spend
ing that is in the pipeline. Then you 
cut off of it $23 billion in the first 
year. 

I argued very strongly against that, 
as the Senator remembers, in our con
ference. It is confusing. It permits 
people to exaggerate the nature of the 
sequester in terms of its impact. None
theless, it is the way we have been 
doing budget business for eons. We 
add inflation to everything and then 
we cut off of that new higher spending 
levels which are equal to current poli
cies. We did the same in the new 
Gramm-Rudman-Hollings Law. That 
will be the way it will be implemented 
as long as it remains law. This is very, 
very confusing and difficult, as the 
Senator well knows, and not as 
straightforward as the prior approach
es. 

So the Senator had to accept this 
approach in order to get the law 
passed. 

Mr. GRAMM. If the distinguished 
Senator will yield very briefly. 

Mr. DOMENIC!. Yes. 
Mr. GRAMM. I would argue of 

course-and the Senator could under
stand it if he had a face like mine
that had I been the only father of the 
Gramm-Rudman-Hollings law, it 
would be a much prettier baby. But 
there were many fathers. I guess we 
are stuck with the way we do business. 
Our Founding Fathers very wisely 
made it difficult to make substantial 

changes. We try to fight that con
straint every day here. Sometimes we 
succeed a little. Often we do not. But 
it is important that the public under
stand the language, and I do believe 
sometimes we make it complicated, try 
to make it hard for them to do so. 
Whether that is by design or not, it is 
still important to remember that when 
we are talking about cuts-and politi
cally these cuts are often very diffi
cult, seldom are we talking about actu
ally spending less money than we 
spent the year before, and that was 
the point. 

Mr. DOMENIC!. Mr. President, I am 
going to take a little time later in the 
afternoon to respond with reference to 
spending, because I do believe there is 
another way to look at the expendi
ture budget of the United States, and I 
will try to make the point on discre
tionary appropriated accounts and de
fense, both of which are appropriated 
every year. 

I think I can convince the Senate 
that, in spite of the gross numbers 
that have been discussed by my friend 
from Texas, it is not defense spending 
over the last 3 years even with this 
agreement, nor is it the discretionary 
spending in the appropriated accounts 
that are causing this extreme deficit. 
Both of these areas are held in sub
stantial check in this budget package. 

So long as it is in these areas alone 
that we are going to restrain and leave 
most everything else off the table but 
for agriculture and a few other entitle
ment programs, if that is the rule, 
then this is a good package. We are ad
dressing to an extent unheard of. un
heard of in the last 15 years, those 
kinds of accounts in this package both 
this year and next. 

Now, I yield 15 minutes or as much 
time as the Senator-20 minutes, 30? 

Mr. PACKWOOD. Would my good 
friend leave it open-ended? After 
having spent 200 hours on this in the 
month that we worked this out, I 
would like to speak a little longer than 
that perhaps. 

Mr. DOMENIC!. I will for purpose 
of timing, because we have to know, 
yield up to 1 hour at this point. 

Mr. PACKWOOD. That is all I need. 
That is ample. 

Mr. DOMENIC!. I yield the floor. 
Mr. PACKWOOD. I thank my 

friend from New Mexico. He just fin
ished using the word "entitlements." I 
think for the benefit of those watch
ing us or listening to us we ought to 
explain every term we use, because we 
do have a funny language in the Con
gress. We use acronyms that we think 
everybody understands, like OMB and 
CBO. That is Office of Management 
and Budget, and Congressional Budget 
Office. Most people do not know what 
we mean when we say "entitlements." 

Entitlement programs are programs 
under which you are guaranteed to get 
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money. Unless Congress changes the 
law you automatically get the money. 
As opposed to what Senator DoMENICI 
called discretionary spending pro
grams. Those are normally programs 
where every year we have to appropri
ate the money and, if we do not posi
tively act, you do not get any money. 

Let me read a list of some. This is 
not all of the entitlement programs, 
but it is a list of the major entitlement 
programs: Black Lung, which is a coal 
miners' program. When you inhale 
coal dust, it causes pulmonary prob
lems and we have an entitlement pro
gram that guarantees coal miners pay
ment under the Black Lung Program. 

Civil Service Retirement. It is the re
tirement program for our public em
ployees. Coal Miners' Benefits. It is 
another program for coal miners. 
Coast Guard Retirement. The name is 
obvious. It is a separate retirement 
program for the Coast Guard. Military 
Retirement is a separate program for 
military retirees and these are distin
guished from the Federal civilian re
tirement programs. Public Health 
Service Retirement. The Federal Em
ployees Compensation Act. Foreign 
Service Retirement. Railroad Tier I 
and Tier II. These are retirement pro
grams for railroad workers. 

Social Security. Of course, we all 
know what that is. Veterans' Compen
sation. Farm Price Supports are an en
titlement program. If you are a farmer 
you automatically get a certain 
amount of money without Congress 
changing the law. Medicare. Unem
ployment Compensation. Student 
Loans. Medicaid. Social Services, 
which is a program whereby we auto
matically give money to the States for 
certain social programs. Supplemental 
Security Income, which is a form of 
income to the very poor who are not 
otherwise usually covered by Social 
Security. AFDC, ·which is the aid to 
dependent children program. Veter
ans' Pensions. Child Nutrition. Food 
Stamps. Earned income tax credit. 

These are not all of the entitlement 
programs. But when you add all of the 
entitlement programs together-and 
these are programs I emphasize again 
we do not change unless we change 
the law. You automatically get it. And 
with programs that are indexed, which 
means they go up with the cost of 
living, what you receive automatically 
goes up without any vote, without any 
change in the law. These entitlement 
programs last year were approximate
ly $462 billion of our approximately $1 
trillion Federal budget-approaching 
half of the budget. 

To put it in perspective, the military 
budget is what we call a discretionary 
budget. We have to vote on it every 
year. 

One of the arguments that we have, 
perpetual arguments-and I will say to 
the credit of almost everyone in the 
budget summit we knew what had to 

be done. I was one of those in that 15-
person budget summit when we met in 
that month and tried to come up with 
a recommendation to the Congress. 
Almost all of us knew that we would at 
some stage, someday, somehow, some 
way have to put some kind of a limit 
on entitlement programs because they 
are growing, growing, growing, grow
ing, growing, as a percentage of our 
total budget. 

Just Social Security, Medicare, and 
the retirement entitlements, none of 
the others, not farm supports, nothing 
else I have mentioned, just the retire
ment entitlements and Social Security 
and Medicare were 32 percent of our 
budget in 1986, 32.5 in 1987, 33.5 in 
1988, and they continue right up as a 
percentage of our total budget and one 
day they are going to eat us alive and 
we know that. And we know that one 
day we were going to have to face it. 

I am not sure we will ever have as 
extraordinary an opportunity to face 
the problem and to solve it as we had 
this fall and we failed. First we had 
the Gramm-Rudman-Hollings law, and 
thank goodness we did. Senator 
GRAMM was absolutely right. We 
would have done nothing, nothing at 
all, had we not been under the gun of 
having to either cut certain spending 
across the board or come up with an 
alternative budget. The alternative 
budget is what we are working on 
right now. Had we not had that 
hammer at our necks, gun at our head, 
ax at our neck, we would not have 
acted at all. We never have in the past. 
But this forced us. 

Second, we had the stock market 
crash. I do not know. I am not saying 
we have enough to know whether the 
market crashed because we were un
happy with our budgeting priorities or 
our deficits or not. I do find it unusual 
that we have had over $200 billion 
deficits for several years running and 
the market went up, up while we had 
these immense deficits. Last year the 
deficit came down $70 billion for a va
riety of factors many of which were 
beyond our control. It was accidental 
but it came down. And the market 
plunged. I am not sure what that tells 
us. But a lot of people thought that 
the plunge of the market was related 
to our inept budgeting procedures and 
actions. So we had a second spur that 
we could have used to act. 

We could have said Gramm
Rudman-Hollings forces us to act with 
an alternative budget or we have to 
cut things across the board; two, the 
stock market is a harbinger that our 
deficit is out of order and our budget 
process is out of order, and we need to 
act. The public was ready for us to act. 
They were not just willing for leader
ship. I think they were crying out for 
leadership, and if there was a discour
aging aspect of this entire budget 
process with the budget summit-the 
budget summit group of 15 was not 

made up of a cross section of Congress. 
It was not made up of a cross section 
of leadership. It was the leadership. It 
was Senator BYRD, the majority 
leader, Senator DOLE, the minority 
leader, it was the Speaker of the 
House WRIGHT, and BOB MICHEL, the 
Republican leader, then it was the 
chairman and senior Republican mem
bers of Ways and Means, Appropria
tions and Budget in the House, Fi
nance and Appropriations and Budget 
in the Senate, and chaired by TOM 
FOLEY who is the No. 2 Democratic 
leadership in the House. This is the 
leadership of the Congress. The one 
thing that distinguishes this group 
from the rest of the Congress is they 
have been elected to a position of lead
ership, and the one thing that distin
guishes people in Congress generally 
from the rest of the public is that 
Congress has been elected to a posi
tion of leadership. And on occasion 
you run the risk of leading, and one of 
the risks you run of leading is that on 
occasion you will fail. 

Show me somebody who has never 
failed, and I will show you someone 
who has never tried to lead. So it is 
that group of 15 who sat together. We 
knew what had to be done. We had 
more plans tossed about in these little 
closed sessions that were closed to the 
press, a budget freeze, and Senator 
KASSEBAUM is going to present one 
later this afternoon. We may have a 
chance to vote on it. We simply say to 
General Greene, Judy Smith, Jimmy 
Jones, "Would you take no more from 
the Federal Government next year 
than you got last year? For the sake of 
the country would you be willing to 
sacrifice and take no more than you 
got last year for 1 year to help our 
budget problem?" That idea was 
tossed around and discarded. 

We tossed around the idea of what 
we call a 2 to 2 plan, a 2-percent limit 
on increases. Again, Senator GRAMM is 
absolutely right. We are not talking 
about cuts, but a 2-percent limit on in
creases for 2 years across the board, 
defense, retirement, and Coast 
Guard-we could not sell that. The 
problem was not that the budget 
summit group thought these were not 
meritorious approaches. I do not think 
there was a single member of that 
group that was worried that he-and 
there were no women in this group
could not be reelected if he supported 
that. What the group was afraid of 
was the rest of Congress would not 
follow, that we would be rejected as 
leaders, that we would propose this 
program and have our fellow Members 
of Congress turn it down. Of course, 
the ultimate rejection of leadership is 
when those who have picked you for a 
leadership position turn down what 
you select as a major leadership posi
tion. 
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Early on, the argument was made 

that the President was not exercising 
leadership, that he had said Social Se
curity is off the table, we would not 
negotiate on that; indeed, if that was 
off the table, we would not negotiate 
on any other retirement program be
cause it would not be fair to say to the 
Public Health Service employee, to the 
Foreign Service employee, to the 
Coast Guard retiree, we are going to 
freeze you for 1 year, but not those on 
Social Security. That is not fair. The 
argument was made if the President 
said Social Security is not negotiable, 
it really cut the heart out of any possi
bility of limiting all of the retirement 
entitlements. And it was said the 
President would not consider any tax 
increases. 

But in the last week of negotia
tions-we concluded them on Friday
from Monday of that week on, those 
of us inside the room knew that Social 
Security and the other retirement pro
grams were on the table; that a tax in
crease including a gasoline tax in
crease was on the table. And Secretary 
Baker very clearly said time and time 
again that it is not fair just to cut 
spending. That affects the rich and 
the poor, and it affects the poor more 
because they are the beneficiaries of 
more Federal programs than the rich. 
If we are going to narrow the deficit 
the package ought to have some 
spending cuts and some tax increases. 
And Secretary Baker, if he said it once 
must have said it 100 times, this ad
ministration will match hard spending 
cuts with hard tax dollars. Translated 
that simply meant if we really came 
up with a proposal to cut $1 billion in 
spending, really cut it, no funny 
money figures, the administration 
would come up and agree to $1 billion 
in tax increases-real taxes. And in the 
last 5 days we knew that off er was on 
the table, and we could not bring our
selves to pick up the off er and respond 
to the President. 

Part of the fear was partisan in this 
sense. The Republicans have a great 
fear of limiting retirement increases 
because they feel, we feel, we made 
some comments about that in 1982 
and again in 1986. And the Democrats 
hit us over the head in the elections, 
and said they are the ones who are 
trying to cut our Social Security. So 
the Republicans were reluctant to ap
proach a suggestion that we do this 
unless the Democrats would come 
along, almost hand in hand we walk 
down to the ballroom together and 
dance together all in the same direc
tion. 

Conversely the Democrats were very 
afraid to be the ones to suggest the 
tax increases because they remember 
in 1984 and former Vice President 
Mondale getting hit over the head 
time after time after time by President 
Reagan in the 1984 election when Vice 
President Mondale had said at the 

Democratic Convention after he was 
nominated, "I will tell you what I am 
going to do. I am going to raise taxes 
and he has a secret plan to do so," and 
the President said "Not me." Poor old 
Walter Mondale was just defending 
that position the entire time. It prob
ably hurt the Democrats in the elec
tion. So the Democrats were reluctant 
to approach the tax part of it. 

The Republicans were reluctant to 
approach the Social Security part of it 
unless we could all agree to go togeth
er. And time and again when this 
group knew that we would have, I 
think, gone for a gasoline tax, we 
would have gone for a 2 percent 
across-the-board limitation, maybe 
even a freeze, if we could have, and we 
all said it time and time again, "Can't 
we go down to the White House, we 
will all go together, sit down with the 
President in the Cabinet Room or the 
Oval Office or the Roosevelt Room 
and sit down there one afternoon until 
we come out, all of us together, in the 
afternoon with an agreement?" So 
either we can all claim the credit or all 
mutually share the blame, Republican, 
Democratic Congress, and the Presi
dent. We could never quite get to that 
step. So what we have with the budget 
package before us is what has been 
agreed on. 

Here is the problem with this pack
age. I have called it a mouse before 
and the majority leader ref erred to 
someone calling it a mouse. That was 
I, although I think others have called 
it the same. It has almost become an 
ant by now. First, I think when all is 
said and done we will not save this 
much. Whether you count it as de
creased spending or increased taxes, 
we will not save as much as we would 
under a sequester. I know the argu
ment will be at this moment as we are 
looking at it prospectively that we will 
save that much. 

I think that a year from now, if we 
add it up, we will not have saved as 
much as sequester. 

Two: We have a lot of-I hate to use 
the word "phony"; "funny," I guess, is 
a better word-funny assumptions. 
Some are not even assumptions. 

Here is an example of how we got to 
our totals: If you would have had a se
quester, we would have cut all spend
ing, real spending, across the board 
$24.8 billion-roughly half from de
fense, half from nondefense. Because 
you narrow your deficit $24.8 billion 
and you are borrowing that much less 
money, next year your interest pay
ments go down a bit. You do not pay 
as much interest next year because 
you are not carrying quite as big a def
icit. 

So, in addition to cutting $24.8 bil
lion, you can add to the savings what
ever reduced interest payments you 
would have paid next year if you had 
not made the cut, and you add that to 
the $24.8 billion. But for the budget 

package to get $24.8 billion, we have 
counted as part of the total, to get 
$24.8 billion, the savings on the inter
est we make by the cuts, which is kind 
of a bootstrap argument. 

It is apples and oranges. In the se
quester, you count it afterward and 
add to savings. Here, we add it to the 
total amount of money we are re
quired to get to. 

I do not want to say they are fraudu
lent assumptions, because this is an 
honest group and this budget package 
is an honest effort, given the restric
tions we were under. 

When we agreed that we could not 
approach entitlements and when we fi
nally agreed-when I say "we," I am 
counting all of us. I was willing to ap
proach entitlements; the bulk of the 
group was. When we decided that we 
could not approach entitlements and 
when we decided that a budget plan, 
almost any budget plan, was better 
than a sequester, we had pretty well 
boxed ourselves in. 

If the entitlements are off the reser
vation, there goes roughly $460 billion 
of a trillion-dollar budget, just gone. 

So we came up with what we have, a 
hodgepodge of taxes, and they are le
gitimate taxes. They will produce the 
$9 billion, although one of them is an 
across-the-board speedup. A speedup is 
nothing but an insider's term to mean 
that you would normally pay your 
taxes in 1988 but we require you to 
pay them in the latter part of 1987, 
and therefore we get to count the 
money in 1987 as revenue. But if the 
speedup is perpetual, it is more reve
nue than otherwise, and you never 
have to worry about it until you get to 
the judgment day, the last day of civi
lization, and there is no longer a year 
out there to collect any money from. 
That is in here. 

We have what we would call a Medi
care shift, to speed up payments if it 
falls into one fiscal year instead of an~ 
other. 

I am not complaining, given the con
straints we were under. This was prob
ably the best we could do with this ex
ception, so far as I am concerned. I 
was one of the few who did not regard 
the sequester as all that horrible. I did 
not regard it as all that horrible be
cause, one, it was genuine. No one 
argued this. This was a $24.8 billion 
cut. The reason we would have cut it 
was not that we were unable to 
govern. The very act of this Congress 
passing the Gramm-Rudman-Hollings 
Act was an act of governance. We said 
that if we cannot agree on any other 
kind of budget, then we will agree that 
spending will be cut across the board. 
It is not necessarily good budgeting, 
because you do that and say that we 
do not have any priorities. Defense 
has no higher or lower priority than 
airports, and airports have no higher 
or lower priority than education, and 
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education has no higher or lower pri
ority than highways, and let us cut 
them across the board. Clearly, things 
have priorities, and that is what the 
budget process is supposed to do. It is 
supposed to say maybe we think edu
cation is more valuable than farm sup
ports or farm supports are more valua
ble than highways, and we make 
budget choices. Gramm-Rudman-Hol
lings said that if we fail to make 
budget choices, we will cut them 
across the board. 

This budget package is the answer to 
cutting across the board. Here is the 
irony of cutting across the board. 

Senator GRAMM was absolutely right, 
that when we use the word "cut" we 
do not mean "cut." In other words, if 
you receive $100 this year and next 
year you expect to receive $110 and 
you get only $105, that is a $5 cut. It is 
not a $5 cut. It is a $5 increase from 
what you got this year. If we had had 
a sequester, defense spending would 
have been cut, and it would have been 
a genuine cut, from about $282 billion 
in spending last year to $278 billion in 
spending this year. That is a real cut. 
It goes down. 

If we had had a sequester, if we had 
had these cuts, nondef ense spending 
would have gone up between $40 bil
lion and $45 billion more than we 
spent this year-not down, up. 

The reason, however, that the se
quester was so abhorrent to so many 
people was the way we made the se
quester operate. Unfortunately, these
quester does not cut across the board 
on all spending. We first exempted all 
kinds of programs from the sequester. 
All the retirement programs are 
exempt from the sequester. Almost all 
of that entire list of entitlement pro
grams I read are exempt from the se
quester. 

So, if we had actually sequestered 
and not exempted any programs at all, 
if we had actually cut spending across 
the board because we could not reach 
a budget and had exempted no pro
grams, we would have cut about 2 per
cent, maybe 2.2 percent, in spending 
across the board from what we other
wise would have spent-I emphasize 
that-from what we otherwise would 
have spent if we had not exempted 
any programs. That means that if you 
are a Social Security recipient and re
ceived $100 last year, and without any 
change in the law there is 4 percent in
flation, you would receive $104. If 
Social Security or Public Health Serv
ice retirement or civil service retire
ment had been left in the category of 
programs to be cut, instead of getting 
4-percent increase, you would have got 
a 2-percent increase, not a decrease. 
You would have received $102. But we 
exempted from any cut Social Securi
ty, all the retirement programs, almost 
all the entitlement programs. 

Therefore, because we have said 
under sequester we are going to cut 

$24.8 billion, we left a very narrow 
base of programs to cut them from. 
After we had exempted all the pro
grams that we were not going to cut at 
all, then the actual cut on the remain
ing nondef ense programs was 8.5 per
cent. Any programs that did end up 
being a cut from what they got last 
year, were not cut because the seques
ter is a harsh process, but because we 
exempted almost everything from the 
sequester and said to the remaining 
few programs "You take the cut." De
fense was one of those. That is why 
defense would go down under the se
quester. 

Having said all of that, I would have 
preferred the sequester even under 
the law that exempts most of the 
budget from the sequester. I would 
have preferred the sequester to the 
Budget Program we have, to this 
mouse that has been referred to, be
cause I think this package is funny, in 
some cases phony. In the long run it 
will not result in the savings, over the 
next year will not result in the savings 
that we now say that it will result in. 
And, I want to emphasize the people 
who say it are honest; they honestly 
think the savings are going to come. I 
think when we are done, they are not. 
There are some savings. Certainly 
guaranteed tax increases, those are 
there, but not as much in the way of 
savings as we thought. 

I would have accepted the sequester 
under the law as it was. If I had my 
druthers I would have exempted very, 
very few programs from the sequester 
at all. I would be willing to exempt 
those that affect the very poor. Actu
ally that is a relatively modest amount 
of money that the Federal Govern
ment spends for the very poor, the 
poverty programs. You could exempt 
the very poor, and very poor programs 
probably do not come to $70 billion to 
$80 billion at the outside $90 billion 
out of our total trillion dollar budget, 
but that is not an option. It is gone. It 
is behind us. 

We first made the decision in the 
Gramm-Rudman-Hollings Act to 
exempt all the programs. Second, we 
made the decision we did not want to 
do the sequester anyway, so we are 
going to have this budget alternative. 

I am going to vote against the 
budget alternative. I fear it is a for lorn 
hope now, but I am going to vote 
against it in the hopes that if by 
chance it is turned down, this Con
gress will again be faced with the al
ternative of the sequester or an alter
native budget package much better 
than we have now before us. 

Senator KASSEBAUM has a package. 
There can be others. But I fear that so 
long as this budget mouse is out before 
us any other program that is offered 
as an alternative to it is going to have 
a difficult time to be adopted, and you 
know why? First, to adopt it you are 
going to have to put some limitations 

on the entitlement programs. You are 
going to have to answer the question 
every time you go home, "Why did you 
vote for a freeze for 1 year instead of a 
4-percent increase." And while lots of 
people are willing to do that, if they 
know it is going to pass, they are will
ing to take the medicine if they think 
there are going to be some salutary ef
fects for the country, they do not want 
to vote for it if it is not going to pass. 
They do not know what the President 
might do in terms of vetoing or not ve
toing it. 

We honestly do not know in this 
body if the House would pass it, but 
we have fears that they would not. So 
we would have voted for it and they 
would not. 

I fear as long as the leadership pack
age is up there and someone offers a 
substitute to the leadership package, 
there are going to be a lot of "no" 
votes because they will say "Well, I am 
going to vote for the leadership pack
age." But if we defeat the leadership 
package, so it is no longer up there, if 
the choice is then an alternative pack
age or the sequester, then I still think 
we have an outside shot. 

The problem we face this year about 
budget priorities and entitlements is 
not addressed by the budget package 
before us or the sequester. It will only 
be addressed if we adopt a meaningful 
budget package that perhaps means
tests entitlements and says to the very 
rich, even though the law says you can 
have the money from this program, if 
you are really rich, maybe you should 
not get as much. Until we start means 
testing some of the entitlement pro
grams, and until we start putting some 
limits on them we are not going to 
solve our budget program. We will not 
solve it with the sequester. We will not 
solve it with the budget alternative 
before us. Unless we adopt some other 
budget plan, we will not solve our 
budget problems this year. We will put 
it aside and unfortunately by the time 
we address this again, it is next Sep
tember, September 1988, 6 weeks 
before the election, 6 weeks before a 
Presidential election. And if this Con
gress did not have the courage to face 
up to the problem now when we had 
Gramm-Rudman operating for the 
first time and we had a tremendous 
drop in the stock market, when we had 
a public that finally said, "Lead us to 
something," we will not do it now, I 
very seriously doubt if we are going to 
do it in September 1988, 6 weeks 
before the election. 

That means we postpnne it for an
other year until 1989. At that stage 
the retirement programs, instead of 
being 33 percent of the budget, might 
be 34 or 35 percent of the budget, 
gradually eating away from all direc
tions until we inevitably come to the 
day when we know we have to face it. 
And maybe because the problem is so 
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extraordinary, I should not worry 
about it so much, because one day we 
will face it and do it. We have no 
choice. We are forced to it. 

So I would urge def eat of the leader
ship package today in the hopes that 
we might today adopt a better pack
age, a package that puts limits on the 
programs in Government that are ex
traodinarily growing. If not today, 
someday we will do it. 

But it will take an unusual time 
before we have a better coalition of 
circumstances to undertake that 
action than is before us right now, and 
that is why I speak more in sorrow 
than in anger. I am not mad at those 
who came up with the package. They 
knew we should have done something 
better. We could not put together the 
votes we could not get. We thought 
our followers would follow. Someday 
we will. I simply wish it would be 
today. 

I thank the Chair. 
The PRESIDING OFFICER. Who 

yields time? 
Mr. BENTSEN. Mr. President, with 

the acquiescence of the manager for 
the majority for the legislation, I yield 
myself 15 minutes on the bill. 

Mr. President, I listened to the com
ments of my distinguished friend. He 
is one of the ablest Members of the 
Senate, and certainly one of the most 
eloquent. I share much of his frustra
tions. I know where he is coming from. 

But I come down with a different 
conclusion as to what has to be done. 
There must have been 20 different 
types of proposals, at least, that were 
brought to us in that so-called summit 
meeting. The proposals came from Re
publicans, Democrats, House Members 
and Senate Members. 

But each time we tried to bring 
about consensus we would see an ero
sion from one side or the other side; 
from the extreme right or from the 
extreme left; or the White House 
would say: "Not that." 

The White House was more or less 
in a reactive mode. I did not see the 
leadership there. I must say that I 
think Secretary Baker and Mr. 
Howard Baker did a good job, given 
the constraints that they worked 
within. But as far as solutions to the 
problem, I did not see them. 

The problem we run into is this: If 
we go ahead and we put a freeze on 
now and we pass it here, then we will 
go to the conference with the House, 
and we will have a long and bloody 
conference. When we get all through 
with it, we will not get anything done. 
We will come back here reporting in 
disagreement. The time will have 
marched on, the time will have passed, 
and the time will be running out. 

What we are looking at is a situation 
where, around the world, people are 
viewing this institution and asking, 
does it still work? Can the Congress 
and the President, can the Democrats 
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and Republicans, rise above partisan
ship to the point of trying to do some
thing they think terribly important to 
the country, at the time of a near 
crisis in the financial markets of this 
country and the world? That is what 
they are looking toward, some reassur
ance of stability. 

Is this an opportunity missed insofar 
as going much farther to cut this defi
cit? Yes, I think that is right. And I 
supported some of those proposals to 
try to bring the deficit down substan
tially more. 

What the leadership did was to take 
six of its senior members from the re
spective committees, Democrats and 
Republicans, to go in and negotiate 
with the White House, and to negoti
ate with the House. We came back 
with some of those different propos
als. We came back with a relatively 
modest 3-month freeze, took it before 
the Democratic caucus, took it before 
the Republican caucus, House and 
Senate; shot down. 

On the Democratic side, in that 
Senate caucus, I doubt it had 12 votes 
from the counts we made. That is 
what we are running into. 

Now, my friend says that a lot of 
people do not want to vote for a 
freeze, because they think it is not 
going to be finally effective, and they 
do not want to take on those constitu
encies and cast that kind of a vote, if it 
is not going to finally succeed. And I 
grant him that. I think there are a 
number who feel just that way. 

But I will tell you, there are some 
others that will vote for it because 
they do not think it will succeed. And 
they will get themselves a chance to 
cast what looks like a very politically 
courageous vote, but they will be pray
ing it does not carry, because you pay 
politically when one is put into effect 
and the people feel that pain and they 
feel that cost. 

So that is the strange situation you 
have on this kind of a vote. They just 
might win. I do not think they will. 

I think what we have seen put to
gether in the leadership amendment is 
a credible package. I said, at the end 
of that session of negotiations, that it 
was the most frustrating experience I 
had had in my experience in the U.S. 
Senate, and I meant every word of it. 
But I say it just as sincerely now that 
that is behind us. 

Here you have a consensus of that 
summit meeting. The Presidency, the 
House Members, the Senate Members, 
and the Democrats and Republicans, 
represent your deputies that met for 
days and nights on end to try to bring 
about what could work. 

There is not a Member of this 
Senate that does not think he could 
write a better bill, including me, from 
our specific point of view. But that is 
not the way this system works. The 
President does not write this piece of 
legislation, the chairman of the 

Budget Committee does not, and the 
chairman of the Finance Committee 
does not; nor do the ranking members. 
It comes through working together, 
bringing about the compromises that 
have to be made. 

Even here in all the digits we deal 
with when we talk about finance, $75 
billion is still a lot of money. We are 
talking about cutting it $30 billion for 
the coming fiscal year, $45 billion for 
the second one. 

Why is it so difficult to get this next 
year's deficit down? Well, one of the 
reasons is the aberration in tax reve
nues caused by the tax reform bill. 
The capital gains rate was going to go 
up, so you had an awful lot of people 
last year who sold properties at the 
end of the year to get the 20 percent 
capital gain rate. What you picked up 
was $20 billion additional funds that 
were paid into the Treasury, this year 
on last year's returns-a $20 billion 
swing. And what did it do for next 
year? It cut receipts by $12 billion. Not 
only did you not get that extra $20 bil
lion, but they cut it by $12 billion, be
cause there were a lot of people who 
sold things last year at the end of the 
year that they would have sold this 
year and now will not. So it is a $32 
billion swing in those numbers. That is 
why it will be difficult. 

I would like to also call the attention 
of my colleagues to Congress' recent 
record on omnibus budget legislation. 
And that record, to put it bluntly, is 
dismal. For Congress, budget issues 
have become almost a Gordian knot. 

Take a look at the Senator from 
Florida and the Senator from New 
Mexico, as able Members as we have in 
the U.S. Senate. What an incredibly 
frustrating job to try to reconcile 
these differences-all the interest 
groups, all the political pressures; now 
we have the loss of one of the ablest 
Members of the Senate, who chooses 
not to run for reelection. There is no 
question in my mind but what this has 
been a contributing factor. 

So many times over the past few 
weeks I have heard critics say how 
they could have done a much better 
job, represented by this package, than 
eventually was done. I'm not a seer, 
and I'm certainly not a mystic, and I'll 
say right now that I have no idea 
about the accomplishments that we 
might have enjoyed in some ideal situ
ation. What I do know is this: The 
Budget negotiators entertained at 
least 20 distinct proposals that could 
have formed the foundation of their 
work. Some came from Republicans, 
others from Democrats. Some came 
from the House, others from the 
Senate. Those proposals that came to 
be regarded seriously were taken back 
to party caucuses for review, and you 
know as well as I what happened to 
them. They were rejected out of hand, 
each and every one. Is it too much to 
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ask that we put those discarded pro
posals behind us, and look now at the 
one deal on which we were able to 
agree? 

What about this package before us? 
They called it a mouse. Well, that is 
the first time I have heard $75 billion 
called a mouse. It is not as much as I 
would like-the Senator from New 
Mexico and Senator from Florida tried 
for bigger numbers to cut that defi
cit-but it does get us started down 
that road to a balanced budget by 
1993. It does cut some real spending 
and it does raise some real taxes. 

Politically, that is not easy. I do not 
know anyone around here that wants 
to have a tax raise named after him. I 
do not know anyone around here that 
wants to have cuts in popular pro
grams named after him. 

It is not as much as we would have 
liked, but every journey begins with 
the first step, and this particular first 
step chops $75 billion off the deficit in 
2 years. 

I would hate to see us stumble now 
because of the recurring fantasy that 
we can put on our seven-league boots 
and stride effortlessly toward the 
budget deficit solution. That kind of 
daydreaming should stay in fairy tales 
where it belongs. 

And it should not be allowed to 
cloud our vision on the floor of the 
U.S. Senate. It would be a tragedy 
indeed if we passed by this compro
mise because we were looking for 
something in the way of a perfect so
lution. 

Action is what we must have, and we 
need it immediately. I hope and pray 
that we will get it. I fear, however, 
that the unfortunate notion that we 
can achieve perfection is not the only 
obstacle in our path. Too often in the 
recent past the Senate has succumbed 
to inertia because so many of its Mem
bers seemed to believe that their ver
sion or solution had to prevail. At 
some point, each one of us has to real
ize that in a democracy we don't get 
each bill exactly as each · of us would 
pref er it. At some point, those who 
deputized the budget summiteers to 
negotiate on their behalf should em
brace the work of their deputies. 

No one in this body can honestly say 
that they did not have their input. We 
discussed this time and time again 
with the Members of the Senate. Sug
gestion after suggestion we received, 
and we tried them on for size in those 
summit meetings. This is a consensus 
document in the strongest sense of the 
word. 

We can attack it from any angle. We 
can slash it to ribbons. We can stay 
here until Christmas and/or past 
Christmas. And if you do not think 
you can stay until Christmas or past 
Christmas, between December 25 and 
the 1st of January, let me tell you the 
first time I was sworn in the U.S. Con
gress as a freshman House Member 

was on December 30, because of these 
kinds of tie-ups. 

And I will tell you what happens as 
you reach those periods of time. You 
see debate degenerating, acrimony, 
very little in the way of consensus 
work, and often, in anger, the passage 
of poor legislation. 

Let us make this agreement work. 
Let us make this institution work. We 
made enough political points this year. 
We have seen enough of us on our 
high horses. Let us march together to 
try to achieve this objective. 

If I may, Mr. President, I would like 
to tum to, and comment briefly on, 
the portions of the package that are 
within the bailiwick of the Finance 
Committee. I do this for the benefit of 
Members whose legislative concerns 
have not permitted them to keep 
abreast of our progress in finance. 

Mr. CHILES. Before the Senator 
turns to that, I wonder if he might 
yield for a couple of questions I 
wanted to ask him. 

Mr. BENTSEN. I would be delighted 
to yield. 

Mr. CHILES. One, I listened to the 
Senator and I want to compliment him 
for his meaningful and eloquent state
ment. I said earlier in my opening re
marks what a soldier the Senator from 
Texas had been. I repeat those. You 
were first all the way through this 
process in trying to help in the Fi
nance Committee getting its savings, 
in meeting all the objectives that we 
had and certainly your role in the 
summit and all of the work that you 
have done in regard to trying to work 
toward deficit reduction has just been 
so meaningful and also so personally 
helpful to the Senator from Florida, I 
certainly want to compliment you on 
that, in that work. 

Mr. BENTSEN. I thank the distin
guished Senator. 

Mr. CHILES. I note that you did 
speak about the swing because of some 
of the lost revenue from the Tax 
Reform Act. I have a copy of a CBO 
table that refers to that and shows 
that while, if you look at the deficit, 
assuming the budget agreement, it 
shows that our deficit seems sort of 
flat from $148 billion in 1987; $149.9 in 
1988; to $141.9 by 1989. The Senator 
from Texas was explaining that. 

When you take out those swings, it 
is interesting to note that the deficit is 
$183 billion in 1987. I am talking, now, 
about the structural deficit because as 
you know, we picked up the $20 bil
lion, as I say. 

The structural deficit then falls 
from $183 billion to $141 billion in 
1988 and down to $126 billion in 1989. 
So the structural deficit, with the pas
sage of this package, would fall $42 bil
lion between 1987 and 1988; and $15 
billion in 1989. That is some real sav
ings; would the Senator agree? 

Mr. BENTSEN. I certainly do. 

Mr. CHILES. We are making 
progress. I ask unanimous consent 
that a copy of this table be printed in 
the RECORD. 

There being no objection, the table 
was ordered to be printed in the 
RECORD, as follows: 

BUDGET AGREEMENT BETWEEN THE PRESIDENT AND 
CONGRESSIONAL LEADERSHIP 

[By fiscal year, in billions of dollars] 

1987 1988 1989 

Base deficit for balanced budget act ....................... 148.0 179.9 185.5 

Policy changes: 
Taxes ' ............ ................................................................ - 9.0 - 14.0 
IRS compliance (net)' 2 ................................................ - 1.6 - 2.9 
User fees 1 2 .................................................................. -0.4 - 0.4 

~=~n~f~~:e~~gspeiidirii::::::::::::::::::::::::::::: : :::: = ~:~ =~:~ 
1989 effect of 2 percent pay raise in 

1988 3 .... . ........... ...... . ......... .. .................. .. ... ...................................... ...... . 

Medicare .......................................................................... -2.0· -3.5 

~~a~a~I: ~~=s iciaii .. baiances::::::::::::::::::::::::::::::::::: = ~:~ ..... ~.~:~ 

1~ra!~~~¥:~~f::::::::::::::::::: ::::: :: ::::::: ::: ~ 1:1 ~u 
Asset sales ...................................................................... - 5.0 -3.5 
Debt service savings........................................................ - 1.2 -4.1 

Total policy changes ................................................... -30.0 - 43.6 
Deficit assuming budget agreement ......................... 148.0 149.9 141.9 

Adjustments: 
Tax Reform Act of 1986 ................................. 20 -12 - 18 
One-time outlay savings under current law..... 15 - 2 -2 
One-time savings in agreement... .................................... 5 4 

Total adjustments........................................ 35 -9 -16 

Adjusted deficit.......... ............................................... 183 141 126 

Do.................................................................................... - 42 - 15 

1 Revenue increases are shown with a negative sign because they reduce 
the deficit. 

• These deficit reductions include both revenue and outlay changes; the 
precise division is not specified in the agreement. 

3 The base deficits in 1988 and 1989 assume a 2 percent pay raise in 
January 1988. Reducing the 1988 pay raise from 4.1 percent to 2 percent 
saves $1.1 billion in 1988 and $2.4 billion in 1989. 

Mr. CHILES. The other thing I 
wanted to ask my distinguished col
league and good friend about is, I no
ticed in the October trade report now 
we see that the trade deficit was $17.8 
billion, an increase of $3.5 billion over 
the September trade deficit of $14.1. I 
note that that is accounted for by a 
surge in imports, manufactured im
ports rising $3.3 billion; petroleum im
ports being about $400 million higher. 
The bright spot was a $800 million in
crease in U.S. exports but there was 
even a down side of that with manu
facturing exports falling some $400 
million. That, of course, has an impact 
on the dollar, pushing the dollar 
down. 

Now, certainly the Fed is going to 
find itself in a situation in which it 
has less running room. It looked like 
the Fed policy was that we were going 
to let the dollar fall some and try to 
get our interest rates down to protect 
our own economy. Now, certainly, if 
we do not do something about the 
dollar, we have to fear inflation very 
much. I think the Senator from Texas 
would agree, under the circumstances 
there is only one wise policy for us to 
try to follow and that is real deficit re
duction? 
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Mr. BENTSEN. There is no question 

about that. You have a situation 
where the trade deficit last year was 
about $156 billion. If you extrapolate 
these numbers we are looking at now, 
you can look at a trade deficit that 
will be approximately $175 billion this 
year. That means that our external 
debt becomes even more. That puts us 
back in a situation that we were in in 
the 18th century, when the British 
could jerk our chain on the economy 
by deciding whether they renewed our 
securities or bought our securities at 
all. It means a mounting foreign debt 
to this country. 

We have to work on that, and on 
these people that try to say that be
cause of the market problems, all of a 
sudden you do not need a trade bill. 
That is heresy and makes no sense at 
all. It means that more than ever, you 
need a trade bill, and that we are 
going to need the help of the adminis
tration in bringing that about. 

But, in addition to that, what you 
have to do is you have to cut your do
mestic budget deficit and this is what 
we are setting about to do. 

The PRESIDING OFFICER (Mr. 
GRAHAM). The Senator from Florida is 
recognized. 

Mr. CHILES. Well, reducing our bor
rowing needs is about the only good 
way that we can take this pressure off, 
given the fact that there are these 
twin problems. If we let the dollar fall 
further, we have inflation. If we try to 
raise interest rates-which is one way 
of preventing the dollar from falling
then we slow our own economy very 
much. So there is no easy way to ma
nipulate it there, for the Fed or 
anyone else; and not exactly an easy 
way, but the soundest way is true defi
cit reduction. That is the opportunity 
that we have with the leadership pack
age. Albeit we might have wanted to 
do more and many people might have 
wanted to do more, this is the realistic 
vehicle that is on the block, that we 
have a chance to do something about, 
and we certainly should not pass up 
that opportunity. 

Mr. BENTSEN. Well, I agree with 
my friend. You have the Fed in an im
possible situation. If we start going 
into recession, they have got to lower 
the interest rate. If we have a run on 
the dollar, then they have to raise the 
interest rate to try to keep foreign 
capital here. But there is one thing 
that we know that we can do that is 
positive and constructive, and that is 
lowering the budget deficit. That is 
what we tried to do. 

Mr. CHILES. I thank the Senator. 
Mr. BENTSEN. Mr. President, short

ly after the budget summit concluded, 
I commented publicly that my partici
pation in that exercise was the most 
frustrating time I had ever spent in 
the Senate. I meant that sincerely, 
just as I mean it sincerely now when I 
say that the frustration is behind me, 

and that I feel optimistic about our 
chances on passing the budget pack
age very soon. I am .especially optimis
tic because of the work of the Finance 
Committee last week. That work 
helped bring us to this point in our 
quest for genuine, bipartisan deficit 
reduction. 

During 2 days of intensive work last 
Wednesday and Thursday, members 
from both parties on the Finance 
Committee rolled up sleeves-I mean 
that literally-set their shoulders to 
the wheel and made the tough choices 
that our positions on the Finance 
Committee demanded of them. 

I was stating earlier in my comments 
no one wants a tax bill named after 
them nor do they want cuts in any 
popular program named after them. 
That is not the kind of authorship we 
seek, nor the kind of legacy we want to 
leave behind. But the judgment of his
tory will be with those who tried to do 
something about the ever-growing def
icit that threatens to crush the econo
my of our country. I believe that mem
bers of the Finance Committee had 
these things in mind as they set them
selves to carry out their legislative re
sponsibilities. 

Both from the tax side of the ledger, 
where the Finance Committee pro
duced $9 billion in tax proposals for 
fiscal year 1988 and $14 billion for 
fiscal year 1989; and from the spend
ing side, where we proposed cutting 
medicare expenditures by $2 billion 
the first year and $3.5 billion the 
second year, you can see that the Fi
nance Committee has paved the way 
for practical action to cut the deficit. 

I was not alone in my desire to go 
farther in whipping our disruptive 
budget posture into line. However, for 
reasons that I have already discussed 
at length, I now am just as committed 
to achieving what the Finance Com
mittee as a whole thought it could re
alistically achieve. 

What the Finance Committee has 
recommended to the Senate is, almost 
in its entirely, a compromise on which 
the Reagan administration has agreed. 
Treasury Secretary James Baker was 
with the Finance Committee as we 
painstakingly developed our plan, and 
OMB Director Jim Miller was with us 
as we worked out our recommenda
tions on Medicare. 

Tuesday I received a letter from Sec
retary Baker in which he said that the 
Reagan administration supports the 
Finance Committee's plan as a sound 
method of raising the funds necessary 
to implement the agreement of the 
budget summiteers. Secretary Baker 
said that the plan is consistent with 
both the letter and the spirit of the 
agreement. 

There are all kinds of things that 
each of us as Members would have 
liked to have put in it, a lot of them 
revenue losers. But the summit par
ticipants made a positive and definite 

commitment that, to the best of their 
ability, they would try not to have rev
enue losers put in this piece of legisla
tion; providing that the final decision 
on details, of course, had to be with 
the committees and with this body. 

Just as the Finance Committee met 
its responsibilities on the revenue side, 
so it did as well on the spending side. 
The overall spending reductions of $2 
billion in fiscal year 1988 and $3.5 bil
lion in fiscal year 1989 are real. They 
are broadly based, and they hit the 
targets included in the budget agree
ment. No one enjoys being associated 
with any initiative that limits the 
availability of health care or income 
security provided by the Federal Gov
ernment, but difficult times require 
difficult actions by public officials. 
The Medicare provisions approved by 
the Finance Committee were fash
ioned with attention to the most 
urgent needs of the elderly and dis
abled, and they are intended to 
achieve necessary reduction in expend
itures without compromising the role 
of each program as the source of 
health care coverage for an increasing 
number of vulnerable Americans. 

In meeting its spending targets, the 
Finance Committee retained the 
policy goals of the original reconcilia
tion bill. Because it proceeded in this 
manner, the Finance Committee was 
able to assign priorities according to 
demonstrated need. 

For example, our plan calls for a 
modest update in hospital payments, 
and we differentiate between the rural 
hospitals and the urban hospitals. We 
understand that the costs are higher 
in those rural hospitals, that they are 
having more and more trouble. In my 
own State, 23 rural hospitals closed, 
went broke, closed their doors, in the 
last 2 years. That is being repeated 
across the country. 

We have tried to correct that imbal
ance in the funding of the urban and 
the rural hospitals in this process. 

We were able to correct and fund 
overdue improvements in several pro
grams, such as outpatient mental 
health programs for Medicare pa
tients; Medicaid coverage of pregnant 
mothers and infants; and child care 
for low-income families. We bent over 
backward to be evenhanded in all 
parts of our plan. 

I believe that we have produced a 
tax program that is as equitable as its 
spending side counterpart. 

A key element in the agreement of 
the budget summiteers was the princi
ple that spending reductions would be 
balanced against the revenue in
creases. The Finance Committee ad
hered to that principle by writing a 
no-frills tax program that is pure and 
lean. 

We put the tax program together 
with broad bipartisan support. I very 
much appreciate the contributions 
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that came from both sides of the aisle; 
from the ranking member, Senator 
PACKWOOD, and from all the members 
of that committee; and I appreciate 
the unanimous vote that we finally 
had on that package. I also appreciate 
the contributions from the Reagan ad
ministration, as we struggled to keep 
things on track. 

The Finance Committee knew that 
-the tax provisions were going to have 
to travel some rough roads both on 
the Senate floor, and in the House
Senate conference. We also knew 
there was not much time available to 
us. So we reluctantly came to the con
clusion that, on tax policy, we had to 
travel light, without the baggage of 
tax changes that would not reduce the 
deficit. 

So we have before us a surprising 
new phenomenon this holiday season. 
We have a tax bill that did not become 
a Christmas tree. It is a clean tax bill, 
pure and lean. 

We are going to be compelled to ad
dress technical corrections early next 
year, and we will be moving as early as 
possible in that regard. I know that 
many Members of this body have tech
nical correction provisions that are 
dear to them and important to them, 
and we will dedicate our efforts to 
that task. But the present work of the 
Finance Committee is, on the revenue 
side, devoted exclusively to cutting the 
deficit by raising taxes. We have 
chosen to do this by tightening tax 
benefits, improving tax collections, 
and preventing taxes from expiring in 
a period of high deficits. 

We have steered clear of sweeping 
changes in tax policy that could 
darken the economic prospects of any 
particular industry or any specific 
region of this country. We have also 
resisted the temptation of recommend
ing to the Senate a long list of obscure 
tax reforms. 

Our tax program is compact and 
rests on the ideas that have been a 
part of the deficit reduction debate for 
months. They have been out there 
cooking in the public view, so there 
should not be any surprises in this 
package. Not every tax provision is 
easy to understand, but tax provisions 
seldom are. Nonetheless, as a whole, 
they are well known enough and suffi
ciently few in number that most of the 
interested observers will be able to 
analyze them on their own. 

I have already noted that no one 
likes to support a tax increase pack
age, so I would remind you of what 
Oliver Wendell Holmes said in this 
regard at the turn of the century. He 
said, "Taxes are what we pay for a civ
ilized society." 

Eighty-three years later I hope I will 
be forgiven if I paraphrase a bit and 
say that the balanced, bipartisan tax 
bill before us today is what we pay to 
reduce a deficit that endangers our 
civilized society. 

Mr. President, I ask unanimous con
sent that the text of Secretary Baker's 
letter of December 8 and the attend
ant technical explanations of the Fi
nance Committee provisions be made 
part of my statement. 

There being no objection, the mate
rial was ordered to be printed in the 
RECORD, as follows: 

THE SECRETARY OF THE TREASURY, 
Washington, DC, December 8, 1987. 

Hon. LLOYD BENTSEN, 
Chairman, Committee on Finance, U.S. 

Senate, Washington, DC. 
DEAR MR. CHAIRMAN: I wanted to take a 

moment to compliment you and your Fi
nance Committee colleagues for your expe
ditious and fair action on the revenue pack
age reported on December 3, 1987. Without 
your leadership, judgment, and work we 
would not have taken this important bipar
tisan step toward the implementation of the 
budget summit agreement. 

The Administration supports the Senate 
Finance Committee's reported revenue 
package as a sound method for raising the 
funds necessary to implement the summit 
agreement. It is consistent with both the 
letter and spirit of the agreement reached 
by the negotiators. 

I must express our concern, however, 
about three items. First, we believe the 
freezing of the estate and gift maximum tax 
rates at current levels for a two-year period 
is unfortunate. It fails to complete the in
tended reform of this section of the tax law 
as first proposed by the President and en
acted by the Congress in 1981. 

Second, we believe it is most unfortunate 
that the Finance Committee deleted a fea
ture of the Pension Benefit Guaranty Cor
poration <PBGC> reform proposal that 
would have limited companies' ability to 
burden the PBGC <and the companies that 
fund it) with shut-down beneffts. While we 
certainly welcome the free negotiation of 
such benefits, we believe the PBGC safety 
net rules should encourage companies that 
grant such benefits to fund them as well
instead of passing the costs on to others. 

Third, we believe the $300 million from 
the so-called refund offset provision adopt
ed by the Committee should be included in 
the revenue totals . . The budget agreement 
called for $9 billion of gross receipts. The 
fact that the Administration welcomes a 
provision that reduces tax refunds to people 
who will not pay back government loans 
does not justify ignoring the revenue 
gained. 

As we stated from the start of the budget 
negotiations, our ultimate support depends, 
of course, on Congress carrying out its obli
gation to implement all of the agreed spend
ing cuts. However, I wanted you to know 
that I appreciate your efforts to produce 
this package, Mr. Chairman. I am hopeful 
that the other committees will follow your 
example and promptly complete their work 
within the terms of our agreement so that 
the full Senate can adopt the implementing 
package as soon as possible. We stand ready 
to assist in the achievement of that objec
tive. 

Sincerely, 
JAMES A. BAKER III. 

FINANCE COMMITTEE SPENDING PROVISION 
AMENDMENTS (SUBMITTED FOR INCLUSION IN 
THE LEADERSHIP DEFICIT REDUCTION PACK· 
AGE) 
The Committee approved the following 

Medicare provisions. Unless noted other-

wise, the effective dates in the original Com
mittee bill and the amendments described 
below would generally be January 1, 1988. 

MEDICARE PART A 
1. Hospital Prospective Payment System 

f PPSJ: Effective January 1, 1988, urban hos
pital payment rates would be increased by 
0.5 percent, rural hospital payment rates by 
3. 7 percent, and rates for PPS-exempt hos
pitals by 2. 7 percent. The 3.2 percentage 
point differential between urban and rural 
hospitals created in the original Committee 
bill would be maintained. 

2. Hospital Capital: Effective January 1, 
1988, Medicare capital payments would be 
paid at reasonable cost minus twelve per
cent for the remainder of FY 1988 and for 
FY 1989. The moratorium on incorporating 
hospital capital into PPS would be extended 
from two years in the original Committee 
bill to four years. 

3. Direct Medical Education Payments for 
Foreign Medical Graduates: Effective for 
cost reporting periods beginning on or after 
July 1, 1988, Medicare direct medical educa
tion payments for graduates of foreign med
ical schools <other than Canada> would be 
phased out. For most hospitals, payments 
would be reduced by one-third in the first 
year, and two-thirds in the second year and 
would be eliminated in the third year. For 
those hospitals in which more than half the 
interns and residents are foreign medical 
graduates, a longer transition would apply
payments would be reduced by one-third in 
each of the first two years, two-thirds in 
each of the following three years, and would 
be eliminated thereafter. The provision 
would not affect indirect medical education 
payments. 

4. Sole Community Hospitals: As in the 
original bill, this provision would become ef
fective October 1, 1987. Additional volume 
adjustment payments made available under 
the original Committee bill would be capped 
at $10 million in FY 1988 and $12 million in 
FY 1989. 

5. Rural Referral Centers: The eligibility 
threshold for rural referral center status 
under PPS would be reduced to 3000 dis
charges per year, <from the current crite
rion of 5000 annual discharges), but only for 
rural hospitals with a case mix index that 
exceeds both the regional and national me
dians for urban non-teaching hospitals. The 
provision would be budget-neutral. 

6. Treatment of Certain Rural Hospitals 
as Urban Hospitals: The original Committee 
provision allowing certain rural hospitals to 
be paid urban rates PPS would be modified, 
on a budget-neutral basis, to eliminate the 
wage-related criteria. 

7. Pacemaker Warranties: Hospitals would 
be required to report the payments they 
obtain in connection with pacemaker re
placements made under warranty. Medicare 
payments to the hospital would be reduced 
at the end of the year by the amount of 
such payments. The provision would be ef
fective January 1, 1988. 

MEDICARE PARTS A AND B 
8. Continuation of Sequester Through De

cember 31, 1987: The 2.324 percent reduc
tion in Medicare payments under the se
quester currently in effect would be ex
tended through December 31, 1987, except 
that the reduction would continue through 
January 15, 1988 for physician services and 
durable medical equipment. 

9. Managing Contractor Restrictions: The 
original Committee provision prohibiting 
the use of denial quotas by Medicare con
tractors would be modified to confirm the 
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authority of the Secretary of HHS to 
manage Medicare contractors effectively. 

10. Peer Review Organization Provisions: 
The authority of the Office of Management 
and Budget to apportion funds for Medicare 
Peer Review Organizations would be elimi
nated. The on-site review requirements in 
the original Committee bill would be modi
fied to limit the requirement to rural hospi
tals and reduce the percentage of on-site re
views from 50 to 20 percent. 

11. Medicare Health Maintenance Organi
zation Provisions: 

a. HMOs would be required to guarantee 
continuation of certain supplemental cover
age in the event they terminate operations 
under Medicare. 

b. HMOs would be required to inform 
beneficiaries of the possibility that the 
HMO's participation in Medicare will not 
continue indefinitely. 

c. The Prospective Payment Assessment 
Commission, in consultation with the Physi
cian Payment Review Commission, would be 
required to appoint a task force on capita
tion payment reform. 

d. Medicare would continue to pay HMOs 
for disabled enrollees as disabled enrollees 
after they attain age 65. 

e. Authority for the benefit stabilization 
fund would be continued for two additional 
years. 

f. The Secretary would be required to 
waive the 50-50 rule for Blue Care of Michi
gan and HIP of New York. 

MEDICARE PART B 

12. Temporary Freeze on Payments for 
Physician Services and Durable Medical 
Equipment: For the first three months of 
calendar year 1988, Medicare payment rates 
for physician services and durable medical 
equipment would be frozen at 1987 levels. 
<Except that, as noted above under Item 8, 
for the first fifteen days of January 1988, 
the 2.324 percent reduction in payment 
amounts under the sequester currently in 
effect would continue to apply to these pay
ment amounts.> In addition, the maximum 
allowable actual charges in effect for 1987 
would be frozen for the first three months 
of 1988. All participation agreements in 
effect on December 31, 1987, would continue 
through March 31, 1988, unless the physi
cian or supplier requests that the agreement 
be terminated. The deadline for agreements 
to participate in Medicare in 1988 would be 
extended to March 31, 1988. 

13. Physician Payment Updates: On April 
1, 1988, customary charges for physicians 
would be updated. The update in prevailing 
charges would be zero percent, except for 
primary services as defined in the original 
Committee provision <office, home, nursing 
home and emergency room visits>. The 
update for primary services would be 3.6 
percent. 

14. Overpriced Procedures: The list of 
overpriced procedures in the original Com
mittee bill would be expanded to include 
cardiac pacemaker implantation. Effective 
April 1, 1988, prevailing charges for these 
procedures would be reduced on a sliding 
scale basis as in the original Committee bill, 
except that the maximum reduction would 
be increased to 15 percent. 

15. Clinical Lab Provisions: Effective Jan
uary 1, 1988, the fee schedules for clinical 
laboratories would be rebased to reflect a 
five percentage point reduction. The limit 
on fee schedules, effective on January 1, 
1988, would be 100 percent of the national 
median and, effective January 1, 1989, 
would be reduced to no less than 95 percent 
of the national median. The Secretary of 

HHS would be authorized to apply interme
diate sanctions to clinical laboratories that 
fail to meet Medicare standards. 

16. Part B Deductible: Effective January 1, 
1989, the Part B deductible would be in
creased from $75 to $85. 

17. Therapeutic Shoes: Medicare coverage 
of therapeutic shoes would be implemented, 
as under the original Committee bill, but 
only if proven cost-effective by a demonstra
tion project. 

18. Eye and Ear Hospitals: The provision 
in the original Committee bill would be 
modified to include eye specialty hospitals 
as well as eye and ear specialty hospitals. In 
addition, the threshold for qualifying for 
the exemption from the current law transi
tion scheduled to begin on October 1, 1988 
would be reduced from 50 percent of outpa
tient procedure revenue to 30 percent of 
outpatient service revenue. 

MEDICAID 

19. In/ant Mortality: The bill originally re
ported by the Committee would be modified 
to reduce eligibility income limits for preg
nant women and infants up to age 1 from 
185 percent to 160 percent of the federal 
poverty level. A monthly premium of $5.00 
would be charged families with incomes be
tween 130 percent and 160 percent of the 
federal poverty level. Expanded coverage of 
children meeting Aid to Families with De
pendent Children <AFDC> income and asset 
standards, but not eligible for AFDC pay
ments, would be modified to mandate cover
age through age six. Coverage for children 
through age eight would be a State option. 

20. Nursing Home Quality: The nursing 
home quality provisions include.d in the 
original Committee bill would be modified: 

a. Authority to waive the nurse staffing 
requirements would be granted to the State 
<with the Secretary maintaining "look
behind" responsibility); 

b. Minimum hours of nurse aide training 
would be reduced to 75 hours; 

c. Persons with Alzheimer's disease or re
lated disorders would be excluded from the 
preadmission screening requirements; 

d. States would be required to submit 
State plan amendments detailing how pay
ments would be adjusted to meet new re
quirements applied to nursing homes; 

e. Nursing homes would be required to 
provide an activities program directed by a 
qualified professional; and 

f. Other miscellaneous and technical 
changes would be made. 

21. Home and Community-Based Waivers: 
New waiver authority provided under the 
original Committee bill would be modified 
to limit growth in annual spending on long
term care to 7, rather than 9 percent. The 
provision of the original Committee bill 
dealing with waivers awarded before March 
1985 would be deleted. 

22. Respite Care: Technical corrections re
lated to the respite care pilot project in New 
Jersey would be included. 

23. Metropolitan HMO: The six-month 
lock-in guarantee currently authorized for 
Federally qualified HMOs would be author
ized for the Metropolitan Health Plan HMO 
operated by the New York City public hos
pitals. 

24. Spousal Impoverishment: The section 
relating to spousal impoverishment included 
in the original Committee bill would be de
leted. 

25. Medicaid Cap for Puerto Rico and Ter
ritories: The provision increasing the Medic
aid cap for Puerto Rico and the 'I'erritories 
included in the original Committee bill 
would be deleted. 

INCOME SECURITY AND SOCIAL SERVICES 

26. Personal Needs Allowance for SSI Re
cipients: The original Committee bill would 
have increased the personal needs allowance 
for Supplemental Security Income recipi
ents who are in Medicaid institutions by $5 
a month <from $25 to $30), effective Janu
ary 1, 1988. The effective date of the provi
sion would be delayed for 6 months, to July 
l, 1988. 

27. Increase in Funding for Title XX: The 
entitlement cap for the title XX social serv
ices program is increased by $50 million for 
FY 1988, from $2. 7 billion to $2. 750 billion. 
The original Committee bill . had provided 
for an increase of $100 million for FY 1988. 

28. Assistance to Homeless AFDC Families: 
The Secretary of Health and Human Serv
ices would be prohibited from taking any 
action <by regulation or otherwise> to pre
vent a State, prior to October 1, 1988, from 
meeting the needs of homeless families with 
children as part of its AFDC "special needs" 
program. Amounts for shelter and related 
needs may vary according to geographic lo
cation, family circumstance, or the type of 
living accommodation occupied. 

SENATE FINANCE SPENDING PROGRAMS-ADMINISTRATION 
ESTIMATES 

[Outlays in millions, ' provisions changed from original finance bill noted with 
an asterisk] 

Fiscal Fiscal 

{;8 {;9 

Medicare Part A: 
Cash flow: eliminate PIP for lfisp. share................. 0 
Indirect medical education•..................................... (340) 
Prospective payment system update• ..................... (410) 
Capital payments reduction• ................................... (180) 
Sole rommunity hospital increase• ......................... 10 
Phase out payment for foreign med. grads• .......... ( 5) 
Extend GRH through 12/31/87* ............................ (120) 

Medicare Parts A and B: 
Cash flow: Payment cycle floors ............................. ( 530) 
NHSC loan collection ............................................... (12) 

~~=~--~.:::::_: : :: : ::::::::;:::::::::::::::::: 1~ 
Peer review organization requirements .................. 5 

Medicare Part B: 
Payments for new physicians .................................. (30) 
Outpatient radiology.................... ............................. O 
Eliminate ROE for outpatient departments............... ( 20) 
Increase mental health limit to $1,100................... SO 
Bonus for rural physicians....................................... 0 
More coverage of physician assistants .................... O 
Part B premium extension 1 ••.••..•••.........••••...••••..... 0 
Med~re econor:n~ index and M~ prices* .............. (180) 
Overpriced physician procedures •.•......................... (20) 
Ourable medical equipment (DME) • ....................... (30) 
Clinical lab 6mits*................................................... (100) 
Change part B deductible to $85 in FY89* ........... 0 
Therapeutic shoes* ·················································· 0 

(480) 
(550) 
(430) 
(110) 

12 
(40) 

0 

(190) 
(16) · 
10 
5 

20 

(90) 
(40) 
(40) 
90 
5 
0 

(860) 
(380) 
(50) 
(50) 

(190) 
(130) 

0 
Extend GRH throor 12/31/87 for allor. B, 

throogh 1/15/8 for physicians and E• ....... __ (1_00_) __ _ 

Total Medicare .................................................... (2,001) (3,504) 

Medicaid: 
Nursing home quality* ............................................ 6 95 
Infant mortality* ..................................................... O 155 
HCBW revisions* ..................................................... 0 0 
Quality control moratorium and other...................... 13 (13) 

Income Security: 
Trtle XX (social seivices)* ..................................... 48 2 
Infant foster care ......... ........................................... 5 6 
Personal needs allowance*...................................... 3 13 
Other ....................................................................... 1 3 

Total net entitlement savings.............................. (1,925) (3,243) 

1 Estimates reflect changed effective dates and interactions within the 
Medicare program. Gross Sl)ending estimates are reflected for Part B provisions. 
Premium effects of all Part B items is reflected in the Part B premium 
estimate. 
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SUBTITLE B: DESCRIPTION OF REVENUE 

PROVISIONS 

A. ACCOUNTING PROVISIONS 

1. Repeal of Vacation Pay Reserve (sec. 4501 
of the bill 1 and sec. 463 of the Code) 

Present Law 
Under present law, an accrual method tax

payer generally is permitted a deduction for 
the taxable year in which all the events 
have occurred that determine the fact of a 
liability and the amount thereof can be de
termined with reasonable accuracy <the "all 
events" test>. In determining whether an 
amount has been incurred with respect to 
any item during the taxable year, all events 
that establish liability for such amount are 
not treated as having occurred any earlier 
than the time economic performance occurs 
<sec. 46l<h». With respect to a liability that 
arises as a result of another person's provid
ing services to the taxpayer <such as the li
ability to provide vacation pay in exchange 
for services by an employee>, economic per
formance generally occurs when such other 
person provides the services. 

In order to ensure the proper matching of 
income and deductions in the case of de
ferred benefits <such as vacation pay earned 
in the current taxable year, but paid in a 
subsequent year> for employees, an employ
er generally is entitled to claim a deduction 
for the taxable year of the employer in 
which ends the taxable year of the employ
ee in which the benefit is includible in gross 
income (sec. 404<b». This rule applies to de
ferred benefits without regard to the eco
nomic performance rules. Consequently, an 
employer is entitled to a deduction for vaca
tion pay for the taxable year of the employ
er in which ends the earlier of the taxable 
year of the employee for which the vacation 
pay (1) vests (if the vacation pay plan is 
funded by the employer), or <2> is paid. 

An exception to this rule applies to 
amounts that are paid within 21/2 months 
after the close of the taxable year of the 
employer in which the vacation pay is 
earned. Such amounts are not subject to the 
deduction-timing rules applicable to de
ferred benefits, but are subject to the gener
al rules under which an employer is entitled 
to a deduction when economic performance 
occurs (i.e., when the services of the em
ployee for which vacation pay is earned are 
performed>. Amounts paid within 21/2 
months after the close of the employer's 
taxable year in which the all events test and 
the economic performance requirement are 
satisfied generally will be deductible for the 
such taxable year even though the employ
ee does not include the benefit in income for 
such taxable year. 

Under a special rule of present law, an em
ployer may make an election under section 
463 to deduct an amount representing a rea
sonable addition to a reserve account for va
cation pay <contingent or vested> that is 
paid during the current taxable year or 
within 8112 months after the close of the tax
able year of the employer with respect to 
which the vacation pay was earned by the 
employees. 

Reasons for Change 
The special rules under present law relat

ing to the reserve for accrued vacation pay 
create a disparity in tax treatment between 
accrued vacation pay and other deferred 
benefits. The timing of deductions for vaca
tion pay should not be more favorable than 

' In the headings throughout this explanation, 
section citations to the blll refer to the blll as it 
would be amended by the leadership amendment. 

the timing of deductions for other deferred 
benefits. 

Explanation of Provision 
The special rule that permits taxpayers a 

deduction for additions to a reserve for va
cation pay would be repealed. Accordingly, 
under the amendment, deductions for vaca
tion pay generally would be allowed in any 
taxable year for amounts paid during the 
year plus vested vacation amounts paid or 
funded within 2112 months after the end of 
the year. 

Effective Date 
The provision would be effective for tax

able years beginning after December 31, 
1987. A change from the reserve method of 
accounting for vacation pay to the method 
required by the amendment is treated as a 
change in method of accounting that is ini
tiated by the taxpayer and made with the 
consent of the Secretary of the Treasury. 
The net amount of the adjustment required 
by the change in method of accounting is 
required to be taken into account over a 
period not to exceed 4 taxable years. The 
amendment specifies the percentage of the 
adjustment that is required to be taken into 
account for each taxable year in the 4-year 
period. If Rev. Proc. 84-74, 1984-2 C.B. 736, 
would require the adjustment to be taken 
into account over a period of less than 4 tax
able years, the adjustment is to be taken 
into account ratably over the shorter 
period. 
'2. Repeal of Installment Method for Dealers 

(sec. 4502 of the bill and secs. 453, 453A, 
and 453C of the Code) 

Present Law 
Under present law, a taxpayer who sells 

property ordinarily must recognize gain or 
loss at the time of the sale. However, a tax
payer who is eligible to use the installment 
method may defer the payment of tax and 
recognize gain from a sale of property in 
proportion to the payments received. 

In general, the installment method may 
be used to report gain from the sale of per
sonal property by dealers in personal prop-

-erty who regularly sell on the installment 
plan or from the sale of other property 
where at least one payment is to be made 
after the end of the taxable year of the sale. 

Under the installment method, in any tax
able year, a taxpayer recognizes income re
sulting from a disposition of property equal 
to an amount that bears the same ratio to 
the paYD}ents received in that year that the 
gross profit under the contract bears to the 
total contract price ("the gross profit 
ratio">. Payments taken into account for 
this purpose generally include cash or other 
property (including foreign currency and 
obligations of third parties), marketable se
curities, certain assumptions of liabilities, 
and evidences of indebtedness of the pur
chaser that are payable on demand or are 
readily tradable. 

Use of the installment method generally is 
limited under the socalled "proportionate 
disallowance rule" for dealer sales of real 
property and dealer sales of personal prop
erty eligible to be reported on the install
ment method, as well as for sales of real 
property used in the taxpayer's trade of 
business or held for the production of rental 
income where the selling price of such real 
property is greater than $150,000. Under the 
proportionate disallowance rule, a pro rata 
portion of the taxpayer's indebtedness is al
located to, and is treated as a payment on, 
the installment obligations of the taxpayer. 

Use of the installment method is not al
lowed for sales pursuant to a revolving 

credit plan and for sales of publicly traded 
property. In addition, the installment 
method may not be used for purposes of the 
alternative minimum tax for sales that are 
subject to the proportionate disallowance 
rule. 

At the election of the seller, installment 
obligations arising from certain sales of resi
dential lots and "timeshares" are not sub
ject to the proportionate disallowance rule. 
Rather, such taxpayers may compute their 
tax liability under the installment method 
and are required to pay interest on the 
amount of deferred tax attributable to the 
use of the installment method. In addition, 
the installment method may be used for 
purposes of the alternative minimum tax 
for sales of residential lots and "timeshares" 
if interest is paid on the amount of the de
ferred tax. 

Reasons for Change 
In general, the underlying reason for al

lowing the reporting of gain on the install
ment method for Federal income tax pur
poses is that the seller may be unable to pay 
tax currently because no cash may be avail
able until payments under the installment 
obligation are received. It is believed that 
dealer sales of property for notes or ac
counts receivable do not create the signifi
cant cash-flow problems that the install
ment method is designed to alleviate be
cause a dealer generally is able to finance 
receivables. The repeal of the installment 
method for dealer sales will end the ability 
of a dealer to defer tax on a sale of property 
by taking back a note or account receivable 
that is payable in a future year. 

Explanation of Provision 
The amendment repeals the installment 

method for dispositions of property by deal
ers ("dealer dispositions"> effective for dis
positions occurring after December 31, 1987. 
Generally, all payments to be received from 
a dealer disposition of property are treated 
as received in the year of disposition. 

A dealer disposition is defined for pur
poses of the repeal of the installment 
method as any disposition of personal prop
erty by a person who regularly sells or oth
erwise disposes of property on the install
ment plan. A dealer disposition also includes 
any disposition of real property that is held 
by the taxpayer for sale to customers in the 
ordinary course of the taxpayer's trade or 
business. A dealer disposition does not, how
ever, include certain dispositions of residen
tial lots or "timeshares" if the taxpayer 
elects to pay interest on the amount of de
ferred tax attributable to the use of the in
stallment method. Additionally, a dealer dis
position does not- include a disposition of 
property used or produced in the trade or 
business of farming. 

The installment method rules applicable 
to dispositions of residential lots or "time
shares" with respect to which interest is 
paid or dispositions of property used or pro
duced in the trade or business of farming 
are not affected by the amendment. Thus, a 
disposition of such property on the install
ment plan will be subject to the current 
rules applicable to dealers using the install
ment method. 

Effective Date 
The repeal of the installment method for 

dealer dispositions is effective for disposi
tions occurring after December 31, 1987. 
The treatment of an installment obligation 
arising out of a dealer disposition occurring 
before March 1, 1986, is not affected by this 
provision. 
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An applicable installment obligation aris

ing out of a dealer disposition occurring 
after February 28, 1986, and before January 
1, 1988, is subject to the proportionate disal
lowance rule for taxable years ending after 
December 31, 1986, and beginning before 
January 1, 1988. Any gain from an install
ment obligation arising out of a dealer dis
position occurring after February 28, 1986, 
and before January 1, 1988, that remains to 
be recognized as of the first day of the first 
taxable year beginning after December 31, 
1987, is not to be recognized as payments 
are received <or treated as received under 
the proportionate disallowance rule> in a 
later taxable year. Instead, the amount of 
the gain that remains to be recognized from 
such installment obligations is to be taken 
into account as a section 481(a) adjustment. 
The amount of the section 481Ca> adjust
ment is to be taken into account under the 
principles of Rev. Proc. 84-74, 1984-2 C.B. 
736, but the adjustment period generally is 
4 taxable years rather than 6 taxable years. 
In determining the period that the adjust
ment is to be taken into account, the appli
cation of the proportionate disallowance 
rule is not to be treated as a new method of 
accounting. 

The amendment does not affect the tran
sition relief provided at the time the propor
tionate disallowance rule was enacted. 
3. Treatment of Past Service Pension Costs 

Under Uni/onn Capitalization Rules (sec. 
4503 of the bill and sec. 263A of the Code) 

Present Law 
In general, uniform capitalization rules 

govern the inclusion in inventory or capital 
accounts of all costs incurred in manufac
turing, construction, and other types of ac
tivities involving the production or real or 
tangible personal property, or incurred in 
acquiring or holding ·property for res~e. In 
the legislation mandating a uniform set of 
capitalization rules, Congress directed the 
Treasury Department to model the regula
tions implementing these rules after the 
regulations issued under section 451, dealing 
with capitalization of costs in connection 
with extended period long-term contracts. 

The extended period long-term contract 
regulations require capitalization of all 
direct costs and an allocable portion of indi
rect costs such as general and administra
tive and overhead costs. Temporary and pro
posed regulations issued by the Treasury 
Department provide that contributions to a 
pension or annuity plan are not subject to 
the uniform capitalization rules to the 
extent they represent past service costs 
within the meaning of section 412 <contain
ing rules for actuarial funding of pension 
plans). 2 Such costs are subject to other limi
tations in the Code, currently deductible. If 
the taxpayer's actuarial funding method 
does not distinguish between current and 
past service costs, all pension costs must be 
treated as current service costs, which are 
subject to capitalization. 

Reasons for Change 
For purposes of the uniform capitalization 

rules, pension costs incurred by a taxpayer 
that are deemed to relate to past services 
under the Code's actuarial funding rules 
should be treated in the same manner as 
costs deemed to relate to current services. 
Both types of costs are costs that are neces
sarily recovered out of the proceeds from 
the sale of property produced or held in the 
year the costs are incurred. Thus, consistent 

2 Temp. and Prop. Reg. sec l.263A
l<b><2><v><H>< 1>. 

with the uniform capitalization rules' objec
tive of matching expenses with the related 
income, past as well as current service costs 
should be subject to capitalization. 

Explanation of Provision 
Under the amendment, past service loss 

will be subject to the uniform capitalization 
rules. Thus, an allocable portion of all oth
erwise deductible pension costs, whether re
lating to current or past services, will be in
cluded in the basis of the property that is 
produced or held for resale. 

Effective Date 
The provision will apply to taxable years 

beginning after December 31, 1987. The 
amount of any section 481 adjustment re
quired by the amendment <that is, the ad
justment reflecting pension costs deducted 
by a taxpayer in taxable years beginning 
before January 1, 1988) must be included in 
income over a period not exceeding four 
years. 
4. Certain Fann Corporations Required to 

Use the Accrual Method of Accounting 
(sec. 4504 of the bill and sec. 447 of the 
Code) 

Present Law 
Entities engaged in the trade or business 

of farming generally may use the cash 
method of accounting for such trade or 
business. A corporation, or a partnership 
with a C corporation as a partner, that has 
gross receipts in excess of $1 million for any 
taxable year beginning after 1975 must use 
an accrual method of accounting, unless it is 
a "family corporation" <sec. 447>. In general, 
a "family corporation" is a corporation 50 
percent or more of whose stock is owned by 
members of the same family <sec. 447Cc)(2)). 
Certain closely-held corporations substan
tially owned by two or three families on Oc
tober 4, 1976, and at all times thereafter 
also qualify as a "family corporation" <sec. 
447(h)). 

A tax shelter engaged in the trade or busi
ness of farming may not use the cash 
method of accounting, regardless of wheth
er or not it also is a "family corporation." 

Reasons for Change 
It is felt that any corporation, or partner

ship with a C corporation as a partner, that 
is engaged in the trade or business of farm
ing and that has gross receipts in excess of 
$25 million should be required to use the ac
crual method of accounting. It is believed 
that an accrual method of accounting will 
more accurately reflect the income of such 
an entity; and that such large entities, 
whether closely held or not, are sufficiently 
sophisticated to keep their books and 
records using an accrual method. 

Explanation of Provision 
In general 

A family corporation is required to use an 
accrual method of accounting unless, for 
each prior taxable year beginning after De
cember 31, 1985, such corporation <and any. 
predecessor corporation> did not have gross 
receipts exceeding $25 million. Gross re
ceipts for any taxable year which is a year 
of less than 12 months must be annualized 
in order to determine if they exceed $25 mil
lion. A family corporation includes those 
family-owned corporations and those closely 
held corporations that are not required by 
present law to use the accrual method of ac
counting, regardless of size <sec. 447Cc)(2) 
and sec. 447<h> of present law>. 

Attribution rules 
In determining the amount of gross re

ceipts of a family corporation, certain attri-

bution rules apply. In the case of a family 
corporation that is part of a controlled 
group <within the meaning of sec. 1563Ca)), 
a percentage of the gross receipts for the 
taxable year of other members of such con
trolled group may be allocated to the family 
corporation. The percentage used in allocat
ing such gross receipts is equal to the per
centage of the fair market value of stock in 
such other member held directly or indirect
ly by the family corporation on the last day 
of the taxable year of such other member. 
For this purpose, stock excluded under sec
tion 1563Cc> is not considered. 

For example, a father and his son own 100 
percent of Corporation A <a family corpora
tion> and 60 percent of Corporation B. Cor
poration A owns an additional 20 percent of 
Corporation B. The remaining 20 percent of 
Corporation Bis held by an unrelated party. 
Corporation A and Corporation B are mem
bers of the same controlled group. Eighty 
percent (20 percent direct ownership and 60 
percent indirect ownership) of the gross re
ceipts of Corporation B will be included 
with the gross receipts of Corporation A for 
the purpose of determining whether Corpo
ration A has gross receipts in excess of $25 
million. 

It is not intended that the attribution of 
gross receipts from one member of a con
trolled group to another member result in 
such receipts being taken into account more 
than once. It is anticipated that the Secre
tary of the Treasury will issue regulations 
accomplishing this result. For example, 
assume that Corporation A in the example 
in the preceding paragraph sells a calf to 
Corporation B for $100. Corporation B feeds 
the calf and sells it to unrelated parties for 
$250. The gross receipts of Corporation B 
attributable to Corporation A from this 
transaction would be 80 percent of the dif
ference between $250 and $100, since the 
$100 of receipts attributable to that stage of 
the calf's development while held by Corpo
ration A already is being taken into account 
in the gross receipts of Corporation A. 
If a family corporation owns, directly or 

indirectly, any interest in a partnership, 
estate, trust, or other pass-through entity, 
the family corporation must take into ac
count its proportionate share of the gross 
receipts of such a pass-through entity in de
termining the gross receipts of the family 
corporation. 

Suspense account 
If any family corporation is required by 

this provision to change its method of ac
counting, such corportion shall not be re
quired to take into income so much of the 
adJustment under section 481 as is used to 
establish the opening balance of a suspense 
account. The initial opening balance of the 
suspense account is the lesser of the net ad
justment that otherwise would have been 
required to be taken into account under sec
tion 481 as of the beginning of the year of 
change or the amount of such net adjust
ment determined as if the change were 
made as of the beginning of the preceding 
taxable year. The portion of the adjustment 
under section 481 that is not used to estab
lish the suspense account is taken into 
income in the year of change. 

For example, a calendar year family cor
poration is required to change to the accru
al method of accounting effective for its 
taxable year beginning January l, 1988. The 
net adjustment under section 481 as of Jan
uary 1, 1988 is $100,000. The net adjustment 
under section 481 as of January 1, 1987 was 
$95,000. The opening balance of the sus-
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pense account will be $95,000 and $5,000 
<$100,000-$95,000) will be required to be in
cluded in income in the taxable year begin
ning January l, 1988. 

The amount placed in the suspense ac
count is required to be taken into income 
upon the occurrence of certain events. If 
the taxpayer falls to meet the definition of 
a family corporation, the amount of the sus
pense account is to be taken into income in 
the taxable year in which the corporation 
ceases to be a family corporation. Also, if 
the gross receipts of the corporation attrib
utable to farming for any taxable year de
cline to an amount below the gross receipts 
attributable to farming for the last taxable 
year for which the cash method of account
ing was allowed, a portion of the suspense 
account may be taken into income. 3 The 
portion to be taken into income is equal to 
the current balance of the suspense account 
multiplied by a fraction the numerator of 
which is the gross receipts for the current 
taxable year and the denominator of which 
is the lesser of (a) the gross receipts of the 
taxpayer for the taxable year preceding the 
year of change or <b> the gross receipts for 
the most recent year in which a portion of 
the suspense account was taken into income 
under this rule. 

Effective Date 
The provision is effective for taxable 

years beginning after December 31, 1987. 
B. ESTIMATED TAX PROVISIONS 

<Secs. 4511-4513 of the bill, sec. 1541 of the 
Reform Act, and secs. 3402, 6654, and 6655 
of the Code> · 
1. Corporate Estimated Tax Reform (sec. 

4511 of the bill) 

Present Law 
Under present law, a corporation that · 

falls to pay an installment of estimated 
income tax on or before the due date gener
ally is subject to a penalty computed at the 
rate of interest for tax underpayments. The 
penalty may not be waived. The penalty is 
computed by applying the underpayment 
interest rate to the amount of the under
payment of the installment for the period 
of the underpayment. The amount of the 
underpayment is the difference between the 
payments made on or before the due date of 
each installment and 90 percent of the total 
tax shown on the return for the year, divid
ed by the number of installments that 
should have been made. The penalty on un
derpayments of estimated tax that are be
tween 80 percent and 90 percent of the 
actual tax due is imposed at three-quarters 
of the full rate. 

There are three exceptions to the penalty. 
No penalty is imposed upon a corporation if 
total tax payments for the year equal or 
exceed installments based on < 1) the pre
ceeding year's tax liability, if a return show
ing a liability for tax was filed for the pre
ceding year; <2> the tax computed by using 
the facts shown on the prior year's return 
under the current year's tax rates; or <3> 90 
percent of the taxes which would be due if 
certain income already received during the 
current year was annualized. Large corpora
tions may not use exceptions (1) and (2) de
scribed above. A large corporation is defined 
as a corporation having at least $1 million 
of taxable income in any of the three prior 
taxable years. No penalty is imposed where 
the tax is less than $40. 

1 For this purpose, gross receipts from taxable 
years of less than 12 months will be annua.liY.ed. 

Reasons for Change 
Although the individual estimated tax 

rules were consolidated and simplified in 
1984, no similar consolidation and simplifi
cation was done fot the corporate estimated 
tax rules; it is appropriate to do so at this 
point. Also, because of the difficulties many 
large corporations experience in computing 
accurately their estimated tax payments for 
the first quarter, it is appropriate to provide 
for them for that quarterly payment the 
same safe harbor that is currently available 
to small corporations. 

Explanation of Provision 
The amendment consolidates all the cor

porate estimated tax rules into one section 
of the Code, similar to the provision enacted 
for individuals in 1984. Also, several modifi
cations are made to present law. 

The underpayment penalty with respect 
to any installment applies to the difference 
between payments made by the due date of 
the installment and the lesser of an install
ment based on < l> 90 percent of the tax 
shown on the return; or <2> 100 percent of 
the tax shown on the preceding year's 
return. As under present law, exception (2) 
generally does not apply to a large corpora
tion, except that a large corporation can use 
that exception for purposes of making its 
first estimated tax payment for any taxable 
year. Thus, both large and small corpora
tions may base their first estimated tax pay
ment of any taxable year upon 100 percent 
of the tax shown on the preceding year's 
return. A special transition rule provides 
that, for taxable years beginning in 1988 
only, a large corporation can use that excep
tion for purposes of making its first and 
second estimated tax payments. In deter
mining whether a coporation is a large cor
poration <i.e., whether its taxable income 
exceeds $1 million>, net operating loss and 
capital loss carryforwards and carrybacks 
are disregarded. The safe harbor based on 
the previous year's facts and the current 
year's rates is eliminated. 

In addition, the full rate of the penalty is 
imposed with respect to any payment only 
to the extent the total payments for the 
year up to the required installment are 
below 90 percent of the taxes which would 
be due if the income already received during 
the · current year was placed on an annual 
basis. Thus, the "cliff" effect of the penalty 
under present law is eliminated. Additional
ly, the reduced rate of the penalty for un
derpayments that are between 80 and 90 
percent is eliminated. Any reduction in an 
estimated tax payment or payments result
ing from using the annualization exception 
must be made up in the next payment in 
that taxable year for which the corporation 
does not use the annualization exception. 

Finally, no penalty is imposed if the tax 
for any taxable year is less than $500. 

Effective Date 
This provision applies to taxable years be

ginning after December 31, 1987. 
2. Revised Withholding Certificates Re

quired to be Put Into Effect More Prompt
ly (sec. 4512 of the bill) 

Present Law 
If an employee furnishes to his or her em

ployer a withholding allowance certificate 
<Form W-4 or W-4A> that replaces an exist
ing certificate, the employer must make the 
certificate effective no later than the first 
status determination date that is at least 30 
days after the date the employee furnishes 
the certificate to the employer. The status 
determination dates are January 1, May 1, 

July l~ and October 1 of each year. For ex
ample, if an employee furnishes a replace
ment withholding allowance certificate to 
his or her employer on June 2, the employer 
must make that certificate effective no later 
than October 1. 

Employers may elect to make replacement 
certificates effective earlier than they are 
required to statutorily; most employers elect 
to do so. 

Reasons for Change 
It is appropriate to reduce the amount of 

time before a replacement withholding cer
tificate must become effective. 

Explanation of Provision 
Employers will be required to give effect 

to replacement withholding allowance cer
tificates <Form W-4 or W-4A> no later than 
the start of the first payroll period ending 
on or after th,e thirtieth day after the day 
on which the employee furnishes the certifi
cate to the employer. Employers are permit
ted to continue to elect to give effect to re
placement withholding allowance certifi
cates on any date between the date it is fur
nished by the employee and the statutorily 
mandated effective date. 

Effective Date 
The provision applies to replacement 

withholding allowance certificates fur
nished after the day 30 days after the date 
of enactment of the bill. 

3. Estimated Tax Penalties/or 1987 (sec. 
4513 of the bill) 

a. Delay of increase in current year liability 
test for individuals 

Present Law 
Individuals owing income tax who do not 

make estimated tax payments are generally 
subject to a penalty <Code sec. 6654). In 
order to avoid the penalty, individuals must 
make quarterly estimated tax payments 
that equal at least the lesser of 100 percent 
of the prior year's tax liability or 90 percent 
of the current year's tax liability. Amounts 
withheld from wages are considered to be 
estimated tax payments. 

The Tax Reform Act of 1986 increased 
from 80 to 90 percent the proportion of the 
current year's tax liability that taxpayers 
must pay to avoid the penalty. This was ef
fective for taxable years beginning after De
cember 31, 1986. 

Reasons For Change 
It is appropriate to modify the estimated 

tax rules for individuals for 1987, due to the 
difficulties a number of individuals had with 
Form W-4 and with other provisions of the 
1986 Act. 

Explanation of Provision 
The amendment delays for one year this 

increase from 80 to 90 percent. Thus, for 
taxable years beginning before January 1, 
1988, individuals may avoid the estimated 
tax penalty by making quarterly estimated 
tax payments that equal at least the lesser 
of 100 percent of the prior year's tax liabil
ity or 80 percent of current year's tax liabil
ity. For taxable years beginning after De
cember 31, 1987, individuals may avoid the 
estimated tax penalty by making quarterly 
estimated tax payments that equal at least 
the lesser of 100 percent of the prior year's 
tax liability or 90 percent of the current 
year's tax liability. 

Effective Date 
The increase from 80 to 90 percent is ef

fective for taxable years beginning after De
cember 31, 1987 <instead of taxable years be
ginning after December 31, 1986). 
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b. Corporations may use 1986 tax to deter

mine certain estimated tax installments 
due before July 1, 1987 

Present Law 
No estimated tax penalty is imposed upon 

a corporation with respect to any install
ment if that installment plus all prior in
stallments for the year are based on the 
lesser of Cl> the preceding year's tax liabil
ity, if a return showing a liability for tax 
was filed for the preceding year; (2) the tax 
computed by using the facts shown on the 
prior year's return under the current year's 
tax rates; or <3> 90 percent of the taxes 
which would be due if certain income al
ready received during the current year were 
placed on an annual basis. Large corpora
tions may not use exceptions (1) and <2> de
scribed above. A large corporation is defined 
as a corporation having at least $1 million 
of taxable income in any of the three prior 
taxable years. 

Present law does not give explicit author
ity to the Treasury to provide alternative es
timated tax rules for corporations. 

The Treasury has issued regulations, ap
plicable to estimated tax payments due 
before July 1, 1987, that permit corpora
tions to base those estimated payments on 
120 percent of 1986 taxable income with cer
tain modifications. 

Reasons for Change 
Because of the numerous changes made 

by the Tax Reform Act of 1986, some corpo
rations had difficulty in accurately comput
ing their estimated tax payments for the 
first part of 1987. Therefore, it is appropri
ate to modify the estimated tax penalties 
for those payments. 

Explanation of Provision 
Two safe harbors are provided for corpo

rate estimated tax payments due before 
July 1, 1987. First, all corporations, includ
ing large corporations, are permitted to base 
those estimated tax payments on 100 per
cent of the 1986 tax liability. Second, statu
tory authorization is provided for the safe 
harbor provided in the Treasury regula
tions. 

Under the first safe harbor, no penalty for 
the underpayment of estimated tax for a 
taxable year beginning in 1987 will be im
posed on a large corporation <as defined in 
sec. 6655(i)(2) of the Code) for any payment 
due on or before June 15, 1987, if the corpo
ration's estimated tax payments meet the 
present law requirements <of sec. 6655(d)Cl)) 
applicable to other corporations allowing 
payments to be based on the tax shown on 
the prior year's return. Thus, large corpora
tions are expressly authorized to utilize the 
estimated tax safe harbor of paying the pre
ceding year's tax liability for estimated tax 
installments for taxable year 1987 due on or 
before June 15, 1987. A corporation may 
take advantage of this rule only to the 
extent that the underpayment of estimated 
tax is paid on or before the last date pre
scribed for payment of the most recent in
stallment of estimated tax due on or before 
September 15, 1987. This relief is available 
for the first two payments of a calendar 
year corporation and for the first payment 
of a fiscal year corporation whose taxable 
year begins on or before March l, 1987. 

Thus, a calendar year corporation may 
avoid an estimated tax penalty by making 
the April 15 and June 15 installments based 
on 100 percent of the preceding year's liabil
ity and by making the September 15 install
ment based on 90 percent of the current 
year's tax liability <and by paying any short
fall from prior payments attributable to the 

difference between the 100 percent test and 
the 90 percent test as part of the September 
15 installment>. 

Effective Date 
The provisions are effective for corporate 

estimated tax installments for 1987 that 
were due before July l, 1987. 

C. CORPORATE TAX PROVISIONS 

1. Certain Earnings and Profits Adjustments 
Not To Avvlv For Certain Purposes (Over
rule "Woo~ Investment Co.") fSec.4521 of 
the bill and secs. 1503 and 301 (f) of the 
Code) 

Present Law 
In general, an affiliated group of corpora

tions may elect to file a consolidated return, 
that aggregates the income and deductions 
of the common parent and its subsidiaries. 
An affiliated group generally includes a do
mestic corporation and its domestic subsidi
aries connected in a chain of at least BO-per
cent ownership. The Code grants the Treas
ury Department broad authority to use reg
ulations governing the computation of the 
tax liability of an affiliated group of corpo
rations filing a consolidated return. 

In 1966, the Treasury Department issued 
revised consolidated return regulations re
quiring adjustment of a parent corpora
tion's basis in the stock of a subsidiary by 
reference to changes in the earnings and 
profits of the subsidiary. The regulations re
quire a parent corporation to increase its 
basis in the stock of a subsidiary by the 
amount of the undistributed net earning 
and profits of the subsidiary for the taxable 
year, and to reduce its basis in such stock by 
the amount of any deficit in earnings and 
profits, among other adjustments. At the 
time these regulations were issued, differ
ences between earnings and profits and tax
able income were essentially permanent as 
opposed to timing differences. The result 
was that adjustments to basis of the assets 
of a subsidiary were reflected immediately 
as adjustments to the parent corporation's 
basis in the stock of the subsidiary. 

Subsequently, Congress enacted amend
ments to the provisions of the Code defining 
earnings and profits. As a result of these 
amendments, certain deferral amounts af
fected earnings and profits at a different 
rate than they affected a corporation's tax
able income. For example, earnings and 
profits were reduced only by the amount of 
straight-line depreciation, even though ac
celerated depreciation was used for purposes 
of computing taxable income. Similarly, 
gain reported on the installment method 
and income reported under the completed 
contract method were included in earnings 
and profits at a faster rate than for taxable 
income purposes. 

The purpose of these amendments to the 
definition of earnings and profits was to 
prevent corporations with economic profits 
from making distributions to individual 
shareholders that would otherwise consti
tute tax-free returns of capital, or capital 
gains taxed at a preferential rate, to the 
shareholder. In a consolidated return con
text, however, the effect of applying these 
amendments in computing basis adjust
ments was to create a disparity between the 
rate at which these items reduced or in
creased a parent's basis in the stock of its 
subsidiary and the rate they reduced or in
creased the group's consolidated taxable 
income. Because of these earnings and prof
its adjustments, a parent corporation could 
sell stock in a subsidiary and recognize an 
artificially reduced gain, or an artificial loss. 

In Woods Investment Co. v. Commission
er, 85 T.C. 274 <1985), the Tax Court reject
ed the Internal Revenue Service's argument 
that the taxapayer should not be allowed to 
apply these amendments for purposes of 
computing basis adjustments because the 
effect was to allow the taxpayer a double 
deduction. The court held the Service was 
bound by a literal application of the statuto
ry definition of earnings and profits and its 
own regulations requiring basis adjustments 
based on earnings and profits. The Service 
subsequently announced that it would not 
appeal this decision and would not reassert 
the position taken in Woods against other 
taxpayers <Announcement 86-32). It none
theless took the position that its position in 
Woods was correct, and stated that it was 
considering modification of the consolidated 
return regulations to prevent understate
ment of gain in that situation and other 
situations. 

A similar issue arises in a consolidated 
return context where an insolvent subsidi
ary realizes cancellation of indebtedness 
income. The earnings and profts of the sub
sidiary may be increased by the amount of 
such income, even though the income is ex
cluded from the subsidiary's taxable income. 
If so, the parent corporation's basis in the 
stock is increased <or its "excess loss ac
count" or negative basis is reduced) by an 
amount that has not been reflected in con
solidated taxable income. 

A benefit similar to that at issue in the 
Woods case may exist where the distributor 
and distributee do not file a consolidated 
return. 

Special rules prevent the occurrence of 
these distortions in certain circumstances. 4 

If a 20-percent or more corporate sharehold
er receives a distribution from another cor
poration that would otherwise qualify for 
the dividends received deduction, the tax
able income of the shareholder (and its ad
justed basis in the stock of the distributing 
corporation> is determined by ignoring cer
tain adjustments otherwise required in de
termining the earnings and profits of the 
distributing corporation (see. 301Cf)). That 
is, the earnings and profits treatment of the 
items is conformed to the taxable income 
treatment. These special conformity rules 
do not apply, however, to depreciation. 

Reasons for Change 
The present consolidated return regula

tions, as applied in the Woods case, confer 
an unwarranted and unintended tax benefit. 
Under present law, the adjustment in the 
basis of a subsidiary's stock fails to account 
for the tax benefits realized by the consoli
dated group during the subsidiary's affili
ation and also fails to require the group to 
pay tax on the economic profit received 
when a subsidiary is sold. The purpose of 
the statutory changes to the earnings and 
profits provisions was to ensure that distri
butions of economic profits that exceeded 
taxable income would be taxed to individual 
shareholders as dividends. Providing a cor
responding basis adjustment for purposes of 
determining gain or loss on a saie of the 
stock is inappropriate. 

The provision of present law modifying 
the definition of earnings and profits in the 
case of distributions to 20-percent or more 
corporate shareholders should appropriate-

4 It is unclear whether and to what extent these 
special rules apply in a consolidated return context, 
but it is understood that taxpayers generally take 
the position they do not. 
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ly apply to depreciation as well as to the 
items specified in section 312Cn). 

Explanation of Provision 
Under the amendment, solely for purposes 

of determining gain or loss on disposition, a 
parent corporation's basis in the stock of a 
subsidiary with which it files a consolidated 
return is to be determined by computing 
earnings and profits of the subsidiary with
out regard to sections 312 Ck) and (n) or any 
prior corresponding provision. Thus, the 
parent's basis for purposes of determining 
gain or loss on disposition of the stock will 
be computed as if, throughout the period of 
the subsidiary consolidation with the 
parent, the subsidiary's earnings and profits 
had been computed without regard to the 
special adjustments for depreciation and 
other items.11 

In addition, the amendment provides that 
earnings and profits for this purpose does 
not include any cancellation of indebtedness 
income of the subsidiary excluded under 
section 108 to the extent such income did 
not reduce basis of property or other tax at
tributes. No inference is intended as to prior 
law. 

Finally, the amendment expands the pro
vision modifying the definition of earnings 
and profits in the case of distributions to a 
20-percent or more corporate shareholder to 
include adjustments for accelerated depre
ciation. It is intended that this provision 
<sec. 301Cf)) will apply only where the distri
bution is between corporations not filing a 
consolidated return. 

Effective Date 
The amendment to the rules relating to 

adjustments in the stock in a consolidated 
subsidiary generally applies to stock dis
posed of after October 15, 1987. However, 
the amendment does not apply to disposi
tions pursuant to a written contract binding 
on October 16, provided the disposition is 
completed before January 1, 1989. The com
putation of gain or loss on dispositions sub
ject to the provision will thus be computed 
taking into account the principles of the 
amendment during . the entire period the 
subsidiary filed a consolidated return with 
the selling corporation, regardless of wheth
er the subsidiary filed a consolidated return 
with the selling corporation in the year of 
the disposition or was eligible to do so. 

The amendment to section 301Cf) general
ly applies to distributions after October 15, 
1987. However, the amendment does not 
apply for purposes of determining gain or 
loss on a disposition of the stock, in the case 
of dispositions pursuant to a written con
tract binding on October 16, provided the 
disposition is completed before January 1, 
1989. For purposes of determining the earn
ings and profits after October 16 in the case 
of dispositions subject to the amendment, 
the amendment is deemed to have been in 
effect for all prior periods, whether before, 
on, or after that date. However, the amend
ment does not affect the determination 
whether any distribution on or before Octo
ber 16, 1987, was a dividend, or the amount 
of any reduction in accumulated earnings 
and profits on account of any such distribu
tion. 

5 These modifications to the rules for determining 
earnings and profits for investment adjustment 
purposes are not intended to affect the authority of 
the Treasury Department to require in the consoli
dated regulations that earnings and profits ccom· 
puted under the general rules of section 312> be 
deemed distributed up the entire chain of affiliated 
corporations to the common parent on an annual 
basis. 

2. Benefits of Graduated Corporate Rates 
Not Allowed To Personal Service Corpora
tions fsec. 4522 of the bill and sec. 11 of the 
Code) 

Present Law 
Under present law, corporations are sub

ject to a tax at the rate of 34 percent. How
ever, for corporations with taxable income 
below $335,000, graduated rates are provid
ed. These rates are 15 percent on taxable 
income not over $50,000, and 25 percent on 
taxable income over $50,000 but not over 
$75,000, with the benefits of these lower 
rates phased out as taxable income in
creases from $100,000 to $335,000. 

Reasons for Change 
The personal service income of corpora

tions owned by its employees is taxed to the 
employee-owners at the individual graduat
ed rates as it is paid out as salary. It is inap
propriate to allow the retained earnings to 
be taxed at the lower corporate graduated 
rates. 

Explanation of Provision 
The taxable income of a personal service 

corporation <as defined in section 448(d)(2) 
relating to the cash method of accounting> 
will be taxed at a flat rate of 34 percent. For 
this purpose, a personal service corporation 
is a corporation substantially all the activi
ties of which involve the performance of 
services in the fields of health, law, engi
neering, architecture, accounting, actuarial 
science, performing arts, or consulting, and 
substantially all the stock of which is held 
by the employees performing services for 
the corporation. 

Effective Date 
The provision applies to taxable years be

ginning after December 31, 1987. 
D. PARTNERSHIP PROVISIONS 

1. Treatment of Publicly Traded Partner
ships Under the Passive Loss Rule fsec. 
4531 of the bill and sec. 469 of the Code) 

Present Law 
Under present law, deductions from pas

sive trade or business activities (within the 
meaning of the passive loss rule <sec. 469)), 
to the extent they exceed income from such 
passive activities, generally may not be de
duct~d against other income. Similarly, 
credits from passive activities generally are 
limited to the tax attributable to the passive 
activities. Suspended losses and credits are 
carried forward and treated as deductions 
and credits from passive activities in the 
next year. Suspended losses from an activity 
are allowed in full when the taxpayer dis
poses of his entire interest in the activity. 

Income from passive activities does not in
clude income such as compensation for serv
ices or portfolio income <including interest 
dividends, royalties, annuities, and ga~ 
from the sale of property held for invest
ment. For this purpose, property held for 
investment generally does not include an in
terest in a passive activity. 

. A passive activity generally is an activity 
involving the conduct of a trade or business 
in which the taxpayer does not materially 
participate. Present law provides that, 
except as provided in regulations, no inter
est in a limited partnership as a limited 
partner is treated as an interest with respect 
to which the taxpayer materially partici
pates. Present law also provides Treasury 
regulatory authority to issue regulations re
quiring net income or gain from a limited 
partnership to be treated as not from a pas
sive activity. Thus, except to the extent that 
the Treasury Department may provide in 

regulations, income from limited partner
ships, including publicly traded limited part
nerships, may be offset by passive losses 
from other sources. 

Reasons for Change 
It is believed that the return on invest

ment in a publicly traded partnership is es
sentially comparable to the return on other 
portfolio investments. Under the passive 
loss rule, passive losses cannot be applied to 
offset portfolio income such as interest, 
dividends, annuities or royalties not derived 
in the ordinary course of a trade or busi
ness. It is believed that income from all pub
licly traded partnerships should be treated 
similarly to income from such investments 
for purposes of the passive loss rule. 

Thus, the amendment provides that net 
income from an interest in any publicly 
traded partnership is not treated as passive 
income that can be offset by passive losses. 
Rather, like dividend income and other 
portfolio income, income from publicly 
traded partnership interests is not allowed 
to be offset by losses (or credits) from pas
sive activities. Losses <and credits) from in
terests in such partnerships are suspended 
at the partner level and allowed upon a dis
position of the interest in the partnership. 

Explanation of Provision 
General rules 

Under the amendment, net income from 
publicly traded partnerships is not treated 
as passive income for purposes of the pas
sive loss rule. Each partner in a publicly 
traded partnership treats loss <if any) from 
the partnership as separate from income 
and loss from any other publicly traded 
partnership, and also as separate from any 
income or loss from passive activities. Net 
income from publicly traded partnerships is 
treated as portfolio income under the pas
sive loss rule. 

Net losses and credits attributable to the 
interest in the publicly traded partnership 
are not allowed against the partner's other 
income, but rather are suspended and car
ried forward. Such net losses can be applied 
against net income from the partnership in 
the next year <or the next succeeding year 
in which the holder of an interest in the 
partnership has net income from the part
nership). Upon a complete disposition 
<within the meaning of the passive loss rule> 
of the partner's entire interest in the public
ly traded partnership, any remaining sus
pended losses are allowed. 

In general, income and loss items attribut
able to an interest in a publicly traded part
nership can offset each other. Thus, for ex
ample, assume that a holder of an interest 
in a publicly traded partnership has a net 
loss from the partnership in one year of 
$2,000, and net income from the partnership 
in the next year of $1,500. $1,500 of the loss 
from the first year may be applied against 
the $1,500 income in the second year. The 
remaining $500 loss continues to be suspend
ed at the partner level, and may be carried 
forward to future years to offset net income 
from the partnership. Similarly, a partner's 
share of credits from the partnership may 
be applied only to offset the partner's 
income tax liability attributable to the part
nership interest. It is intended, however, 
that a partner be entitled to the $25,000 al
lowance with respect to credits from the 
partnership as under present law. The elec
tion to adjust basis in the event of a disal
lowed credit upon a complete disposition is 
intended to apply, in the case of a complete 
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disposition of an interest in a publicly 
traded partnership. 

In the case of publicly traded partnerships 
with income that is treated as portfolio 
income <under the passive loss rule as gener
ally applicable> and losses from business ac
tivities, the losses may not be applied 
against the portfolio income. Thus, under 
the amendment, partners' shares of the loss 
may not be applied against their shares of 
that portfolio income. Thus, partners in 
publicly traded partnerships cannot offset 
losses from partnership activities against 
portfolio income within the partnership 
that could not be offset against portfolio 
income derived outside the publicly traded 
partnership. 

In determining which losses from the 
partnership interest are suspended and car
ried forward under the provisions, the gen
eral rules normally applicable in determin
ing which losses are suspended under the 
passive loss rule are applicable. Generally, 
the amount of the suspended losses is deter
mined on a pro rata basis. 

For purposes of this rule, partners in pub
licly traded partnerships treat their inter
ests in each such partnership as separately 
subject to the loss <and credit) limitation 
and disposition rules of the passive loss rule. 
Thus, under this rule, no net losses or cred
its attributable to an interest in a publicly 
traded partnership are allowed against 
income other than income from that part
nership <except as otherwise provided under 
the passive loss rule, for example, upon a 
complete disposition of the partner's inter
est in the partnership). 

The rules applicable to transfers by 
reason of death and to gifts are also intend
ed to apply, in the case of transfers of inter
ests in publicly traded partnerships. This is 
consonant with applying the loss and credit 
limitations and the disposition rules of the 
passive loss rule separately at the partner 
level to partners' items from publicly traded 
partnerships. 

The intended overall result is that net 
losses and credits of a partner from each 
publicly traded partnership be suspended at 
the partner level, carried forward <not back> 
and netted against income, other than the 
partnership's portfolio income, from <or tax 
liability attributable to> that publicly traded 
partnership, and that suspended losses are 
allowed upon a complete disposition of the 
partner's interest in the partnership. 

Publicly traded partnerships 
Publicly traded partnerships are defined 

for purposes of the provision as partner
ships whose interests are < 1) traded on an 
established securities market, or <2> readily 
tradeable in a secondary market <or the sub
stantial equivalent thereof). 

For this purpose, an established securities 
market includes any national securities ex
change registered under the Securities Ex
change Act of 1934 or exempted from regis
tration because of the limited volume of 
transactions, and any local exchange. It also 
includes any over the counter market. An 
over the counter market is characterized by 
an interdealer quotation system which regu
larly disseminates quotations of obligations 
by identified brokers or dealers, by electron
ic means or otherwise. 

An interest is treated as readily tradeable 
on a secondary market <or the substantial 
equivalent thereof> if the interest is regular
ly quoted by brokers or dealers making a 
market in the interest. <See Treas. Reg. sec
tion l.453-3<d><3>.> Thus, for example, an in
terest is readily tradeable in a secondary 
market where the interest is traded on a 

market essentially equivalent to an over the 
counter market, or where the holder has a 
readily available, regular and ongoing op
portunity to sell or exchange his interest. 

A partner's ability to trade the interest, 
without more, will not cause the interest to 
be treated as readily tradeable, nor will oc
casional sales of interests in the partner
ship, the terms of which are not widely pub
licized or widely available, indicate the ex
istence of a secondary market. 

The existence of a buy-sell agreement 
among the partners, without more, will not 
cause a partnership to be treated as publicly 
traded. Nor will the occasional and irregular 
repurchase or redemption by the partner
ship, or acquisition by the general partner, 
of interests in the partnership, cause the 
partnership to be considered as publicly 
traded under the provision. A regular plan 
of redemptions or repurchases, or similar 
acquisitions of interests in the partnership 
such that holders of interests have readily 
available opportunities to dispose of their 
interests, that is essentially equivalent to a 
secondary market, indicates that the inter
ests are readily tradeable on what is the 
substantial equivalent of a secondary 
market. 

In general, a provision for the discretion 
of the general partner or the partnership to 
refuse consent to transfer of an interest in 
the partnership <or of rights to income or 
other attributes of an interest in the part
nership> does not, without more, prevent a 
partnership from being considered publicly 
traded. For example, the discretion of the 
general partner to refuse consent to a trans
fer if the transfer would cause a termina
tion of the partnership for Federal income 
tax purposes does not cause the partnership 
to be treated as not publicly traded. Similar
ly, if the general partner must consent to 
any transfer of an interest in the partner
ship, but the assignment of rights to income 
<or other attributes) of the partnership is 
not so limited, the consent requirement does 
not cause the partnership to be considered 
as not publicly traded. 

Effective Date 
The provision is effective as if included in 

the amendments made by section 501 of the 
Tax Reform Act of 1986. Thus, the provi
sion is effective for taxable years beginning 
after December 31, 1986. 

2. Study of Tax Treatment of Publicly 
Traded Partnerships fsec. 4531 fb) of the billJ 

Present Law 
Present law provides that a partnership is 

not subject to tax at the partnership level, 
but rather, income and loss of the partner
ship is subject to tax at the partner's level. 
A partner's share of partnership income is 
generally determined without regard to 
whether he receives any corresponding cash 
distributions. Thus, under present law, part
nerships generally are treated as conduits 
for tax purposes. 

Reasons for Change 
This amendment changes the tax treat

ment of certain publicly traded partner
ships, based on concerns related to preserv
ing the effectiveness of the passive loss rule 
to curb tax shelters, achieving fair and equi
table tax rules, and improving administra
bility of the tax law. Therefore it is appro
priate to monitor and observe the changes 
made, in order to ascertain whether they 
have been effective and whether further 
changes are necessary. 

Explanation of Provision 
The amendment provides that the Secre

tary of the Treasury or his delegate shall 
conduct a study of compliance and adminis
trative issues relating to the tax treatment 
of publicly traded partnerships and other 
large partnerships. 

Effective Date 
The Secretary is required to submit a 

report on the study, with such recommenda
tions as the Secretary deems appropriate, to 
the House Committee on Ways and Means 
and the Senate Committee on Finance no 
later than January 1, 1989. 

E. CHILD AND DEPENDENT CARE CREDIT 

Deny Eligibility of Overnight Camp 
Expenses for Credit 

fSec. 4541 of the bill and sec. 21 of the Code) 
Present Law 

An income tax credit is provided equal to 
up to 30 percent of certain employment-re
lated child and dependent care expenses 
<sec. 21>. For example, costs incurred by the 
taxpayer for a day care center or nursery 
school, a housekeeper or other home care, 
and summer camps <including overnight 
camps> are eligible for the credit if incurred 
to enable the taxpayer to work. 

The amount of qualified expenses eligible 
for the credit is limited to $2,400 ($4,800 for 
the care of two or more individuals>. The 30 
percent credit rate is reduced by one per
centage point for each $2,000 <or portion 
thereof> of adjusted gross income <AGI> be
tween $10,000 and $28,000. The credit rate is 
20 percent for taxpayers with AGI exceed
ing $28,000. 

Reasons for Change 
It was concluded that a taxpayer's ex

penses for sending a child or other depend
ent to an overnight camp are not sufficient
ly related to the taxpayer's employment to 
justify providing a tax credit for such costs, 
as contrasted to the costs of day care. Over
night camp expenses are a personal con
sumption expenditure that is not a neces
sary cost of being able to go to work. 

Explanation of Provision 
Under the provision, costs incurred by a 

taxpayer to send a child or other dependent 
to an overnight camp are ineligible for the 
child and dependent care credit. 

Effective Date 
The provision is effective for expenses 

paid in taxable years beginning on or after 
January 1, 1988. 

F. PENSION PROVISIONS 

1. ModiJy Full Funding Limitation (sec. 
4551 of the bill and sec. 412 of the Code) 

Present Law 
Under present law, subject to certain limi

tations, an employer may make deductible 
contributions to a qualified defined benefit 
pension plan up to the full funding limita
tion <sec. 404). The full funding limitation 
generally is defined as the excess, if any, of 
< 1 > the accrued liability <including normal 
cost> under the plan, over <2> the lesser of 
<a> the fair market value of the plan's 
assets, or Cb> the value of the plan's assets 
determined under section 412<c><2> <sec. 
412<c><7». Generally, the accrued liability is 
based on projected benefits, which, unlike 
accrued benefits, are the benefits that are 
projected to be earned by normal retirement 
age, rather than the benefit accrued as of 
the close of the current year. 

If a defined benefit plan is terminated, 
the employer's liability to plan participants 
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does not exceed the plan's termination li
ability <generally the liability for benefits 
determined as of the date of the plan termi
nation>. However, contributions to a plan 
with assets significantly in excess of termi
nation liability may be deductible because 
the full funding limitation is determined on 
the basis of projected benefits. 

Reasons for Change 
Defined benefit pension plan should be 

funded in such a manner as to provide bene
fit security for participants. An employer 
should not be entitled, however, to make ex
cessive contributions to a defined benefit 
pension plan to fund liabilities that it has 
not yet incurred. Such use of a defined ben
efit plan is equivalent to a taxfree savings 
account for future liabilities and is incon
sistent generally with the treatment of un
accrued liabilities under the Code. 

An overall cap on an employer's deduc
tions for plan contributions is appropriate 
in the case of over funded plans. A proper 
balance between the competing concerns de
scribed above is achieved by limiting deduct
ible contributions to a defined benefit pen
sion plan to the extent that the contribu
tions cause plan assets to exceed 150 percent 
of current liabilities, <i.e., generally accured 
liabilities>. 

Explanation of Provision 
Under the amendment, the full funding 

limitation generally is defined to mean the 
excess, if any, of (1) the lesser of <a> the ac
crued liability <including normal cost> under 
the plan, or (b) 150 percent of current liabil
ities <as defined for purposes of the funding 
rules in this amendment, except that pre
participation years of service are taken into 
account in all cases), over <2> the lesser of 
<a> the fair market value of the plan's 
assets, or (b) the value of the plan's assets 
determined under section 412<c><2>. 

The amendment does not modify the defi
nition of accrued liability in section 
412(c)(7). Also, the requirement of section 
412<c><6><B> that all amortizable amounts be 
considered fully amortized is applied with
out regard to the change in the full funding 
limitation (adding the 150 percent of cur
rent liability limitation>. 

It is further intended that the full fund
ing limitation <as well as the other limita
tions on deductions for plan contributions> 
may not be avoided by the creation of multi
ple plans with coordination of benefits be
tween the plans. The Secretary is to pre
scribe rules consistent with this intent. 

Effective Date 
This provision is effective for years begin

ning after December 31, 1987. 
2. Minimum Funding Standard and 

Deductions 
a. Additional funding requirements (sec. 

4552 of the bill) 
Present Law 
In general 

Under present law, certain defined benefit 
pension plans are required to meet a mini
mum funding standard for each plan year. 
The minimum funding standards require 
that an employer contribute an annual 
amount sufficient to fund a portion of par
ticipants' projected benefits determined in 
accordance with one of several prescribed 
funding methods, using actuarial assump
tions that are reasonable in the aggregate. 

Generally, a funding method calculates 
the cost of benefits under the plan in 2 com
ponents: (1) normal cost, which represents 
the cost of benefits allocated to the current 
year under the plan's funding method, and 

<2> a portion of the plan's accrued liabilities 
<i.e., all costs other than normal cost). The 
costs in <2> include costs with respect to past 
service liability <e.g., the cost of retroactive 
benefit increases), experience losses, and 
changes in actuarial assumptions. The 
amounts in <2> above are amortized over a 
period of years depending on the nature of 
the cost. Experience gains and gains from 
changes in actuarial assumptions are taken 
into account generally by offsetting a por
tion of the gains against the amounts deter
mined under Cl> and <2> above for the year. 
Losses increase such amounts. 

Each defined benefit pension plan is re
quired to maintain a special bookkeeping ac
count called a "funding standard account". 
The account is charged with the costs de
scribed above and the amount necessary to 
amortize waived contributions <see below), 
and credited with the gains described above, 
the amount of waived contributions for the 
year, and contributions for the plan year. If, 
as of the close of a plan year, the account 
reflects credits equal to or in excess of 
charges, the plan is treated as meeting the 
minimum funding standard for the year. 
Thus, as a general rule, the minimum con
tribution for a plan year is determined as 
the amount by which the charges to the ac
count would exceed credits to the account if 
no contribution were made to the plan. 

Currently, some employers maintain 
"floor-offset" arrangements, which are a 
combination defined contribution plan and 
defined benefit plan. Under such an ar
rangement, a participant's benefits under 
the defined benefit plan <the floor plan> are 
offset by the participant's benefits under 
the defined contribution plan (the offset 
plan>. The IRS has ruled that floor-offset 
arrangements may meet the qualification 
requirements of the Code if certain require
ments are satisfied. 

Past service liabilities 
Past service liability existing before the 

effective date of the minimum funding 
standards (generally, 1976> is amortized over 
a period of 40 years. All other past service li
ability is amortized over a period of 30 
years. 

Experience gains and losses 
Experience losses arise when a plan's ex

perience is less favorable than anticipated 
under the plan's assumptions <e.g., interest, 
mortality, morbidity, and employee turnov
er). Similary, experience gains arise when a 
plan's experience is more favorable than an
ticipated. Experience gains and losses are 
amortized over 15 years. 

Gains and losses from changes in 
assumptions 

If the actuarial assumptions used for 
funding a plan are revised and, under the 
new assumptions, the liability of a plan is 
less than the liability computed under the 
previous assumptions the decrease is a gain 
from changes in actuarial assumptions. If 
the new assumptions result in an increase in 
the liability, the plan has a loss from 
changes in actuarial assumptions. The gain 
or loss for a year from changes in actuarial 
assumptions is amortized over a period of 30 
plan years. 

Switchback liability 
Certain plans may elect to use an alterna

tive minimum funding standard account for 
any year in lieu of determining contribu
tions under the rules described above. Speci
fied annual charges and credits apply with 
respect to the alternative account. The min
imum funding standard is considered satis-

fled for a year if a contribution meeting the 
requirements of the alternative account is 
made, even if a greater contribution would 
be required under the normal funding rules. 

If the plan switches back from the alter
native account to the regular method of de
termining contributions, the excess, if any, 
of charges over credits at the time of the 
change ("the switchback liability") must be 
amortized over a period of 5 plan years. 

Contingent benefits 
Under present law, benefits contingent on 

events such as the shutdown of a facility are 
funded in the same manner as other bene
fits. Thus, the plan assumptions may in
clude a probability that the shutdown or 
other contingency will occur. If too low a 
likelihood of the contingency occurring is 
assumed, then an experience loss occurs 
when the event occurs. 

Shutdown and similar contingent benefits 
are guaranteed by the Pension Benefit 
Guaranty Corporation <PBGC> in accord
ance with the generally applicable rules re
garding such guarantees <e.g., the limit on 
the dollar amount and type of benefit guar
anteed) <see discussion below>. To the 
extent the benefits are guaranteed, the 
guarantee phases in over time after the plan 
or plan amendment providing for the bene
fit is adopted <or the effective date of the 
plan or amendment, if later>. 

Valuation of assets 
Under present law, the value of plan 

assets is to be determined in accordance 
with any reasonable actuarial method of 
valuation that takes into account fair 
market value and that is permitted under 
Treasury regulations. The regulations 
permit plan assets t.o be valued on the basis 
of the average value over a period not ex
ceeding the 5 most recent plan years. Re
gardless of the valuation method used, the 
method must result in a value that is be
tween 80 percent and 120 percent of fair 
market value or between 85 percent and 115 
percent of average value as defined in the 
regulations <Treas. reg. sec. l.412<c><2>
l<b)(6)). 

Factors contributing to underfunding of 
defined benefit plans 

A plan is considered to be underfunded if, 
upon termination, it lacks sufficient assets 
to discharge its liabilities. One reason un
derfunding may arise .is that, despite the 
minimum funding standard, the plan may 
terminate before the time necessary for full 
amortization of its liabilities has expired. 
This is particularly true with respect to 
plans that base benefits solely on service, 
rather than on service and salary, and that 
provide regular benefit increases with re
spect to all years of service. 

For example, assume that, at the time a 
plan was adopted, it provided benefits meas
ured <in part> by service performed before 
the plan was adopted. The liability for those 
benefits <past service liability> is amortized 
over a period of 30 years. If the plan termi
nates before the end of the 30-year period, 
then the plan will be underfunded unless fa
vorable investment experience, gains due to 
favorable mortality experience or other ex
perience gains are sufficient to offset the 
unfunded liability arising from the past 
service benefit. 

Underfunding may also be attributable to 
unamortized losses arising from investment 
experience or other experience <e.g., mortal
ity, morbidity, employee turnover> that is 
less favorable than anticipated. An example 
of significant experience losses creating un-
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derfunding is the substantial increase in 
plan liabilities that is triggered by a plant 
closing or similar sudden workforce contrac
tion that has not been fully anticipated in 
funding the plan. In some cases, a plan is 
underfunded at termination because the 
employer obtained a waiver of the funding 
standard and the plan was terminated 
before the waived funding deficiency was 
fully amortized. 

Reasons for Change 
As of September 30, 1985, the PBGC re

ported a deficit of approximately $1.3 bil
lion. As of September 30, 1986, the PBGC's 
deficit nearly tripled over the prior year, 
reaching $3.8 billion <approximately $2 bil
lion of which is attributable to the termina
tion of plans maintained by LTV Corpora
tion>. The substantial increase in the deficit 
of the PBGC is generally attributed to the 
termination of certain steel industry pen
sion plans with insufficient assets to provide 
guaranteed benefits. 

The PBGC's deficit has not affected its 
immediate ability to pay pension benefits to 
retired participants in terminated plans. 
However, PBGC officials estimate that pro
jected increases in the PBGC's deficit could 
result in insufficient assets to pay annual 
costs in approximately 15 years. 

The General Accounting Office issued a 
report on March 19, 1987 <the "GAO 
Report"> 11 stating that, during the years 
1983-85, 70 percent of the claims against the 
PBGC for termination of underfunded 
plans resulted because the present-law fund
ing standards do not require sufficient con
tributions to fund increased unfunded liabil
ities arising in part from numerous benefit 
increases within 5 years of plan termination. 

It is believed that the present-law funding 
requirements expose plan participants and 
the PBGC to excessive risk. Under present 
law, the funded status of a plan may dete
rio;ate even if the minimum funding re
quirements are fully satisfied. Thus, it is 
concluded that the present-law rules, which 
provide long-term financing of increases in 
unfunded liabilities under a pension plan 
create an incentive for employers to provid~ 
benefit increases that might otherwise not 
be affordable. 

Accordingly, more rapid funding require
ments would more appropriately limit the 
ability of employers to delay or avoid fund
ing obligations. An employer should not 
have the opportunity to make pension 
promises that exceed its financial capacity 
to meet its promises. In order to reduce the 
financial risk to plan participants and the 
PBGC, the amendment requires certain 
plans to be funded more rapidly depending 
on the funded status of the plan. 

It is believed that certain types of contin
gent benefits create special funding prob
lems. Benefits contingent on relatively un
predictable events, such as a plant shut
down, typically are not adequately funded 
before the event occurs. Thus, upon the oc
currence of the contingency, a tremendous 
increase in plan underfunding may occur, 
and the employer often is not financially 
able to fund such benefits at that time. In 
some cases, the liability for the benefits 
may be shifted to the PBGC. It is believed 
that it is appropriate to provide special 
funding rules with respect to certain contin
gent benefits. 

8 U.S. General Accounting Office, Pension Plans: 
Government ln&urance Program Threatened By Its 
Growing Deficit COAO/HRD-87-42). 

Explanation of Provisions 
In general 

The amendment retains the present-law 
funding standards under section 412 of the 
Code, with certain modifications. In addi
tion, with respect to an underfunded plan, 
the minimum required contribution is, in 
general terms, the greater of < 1 > the amount 
determined under section 412 <with the 
modifications made by the amendment>. or 
<2> the sum of (i) normal cost, (ii) the 
amount necessary to amortize experience 
gains and losses and gains and losses result
ing from changes in actuarial assumptions 
over 5 years, and <iii> the deficit reduction 
contribution. In addition, a special funding 
rule applies with respect to benefits that are 
contingent on unpredictable events. 

More specifically, the amendment pro
vides that, for an underfunded plan, the 
amount otherwise required to be charged to 
the funding standard account for a plan 
year otherwise is increased by Cl> the excess 
of m the deficit reduction contribution over 
(ii) certain charges to the funding standard 
account reduced by certain credits to such 
account, plus <2> the unpredictable contin
gent event amount <if any> for the plan 
year. The charges taken into account under 
the preceding sentence include (i) the 
amount necessary to amortize past service 
liability, (ii) the amount necessary to amor
tize each waived funding deficiency, and (iii) 
the amount necessary to amortize certain 
amounts credited in the case of an employer 
previously using the alternative minimum 
funding standard account <the switchback 
liability>. The credits taken into account in
clude the amounts necessary to amortize de
creases in past service liability. 

As under present law, contributions in 
excess of the minimum required contribu
tion will create funding credit balances that 
may be used to offset the required minimum 
contribution. In addition, credit balances in 
existence on the effective date may be used 
to offset required minimum contributions. 
The amendment does not affect the ability 
of an employer to maintain a floor-offset ar
rangement. 

Deficit reduction contribution 
Under the amendment, the deficit reduc

tion contribution is the sum of < 1 > the un
funded old liability amount, and <2> the· un
funded new liability amount. Calculation of 
these amounts is based upon the plan's 
"current liability". 

Current liability.-Under the amendment, 
the term "current liability" means all liabil
ities to employees and their beneficiaries 
under the plan <as determined under sec. 
40l(a)(2)). However, the value of any "un
predictable contingent event benefit" is not 
taken into account in determining current 
liability until the event on which the bene
fit is contingent occurs. An "unpredictable 
contingent event benefit" is any benefit con
tingent on an event other than (1) age, serv
ice, compensation, death, or disability, or <2> 
an event which is reasonably and reliably 
predictable as determined by the Secretary. 

It is not intended that an event will be 
considered reliably and reasonably predict
able solely because an actuarial probability 
of the event occurring may be determined. 
It is further intended that the Secretary of 
the Treasury will prescribe rules defining 
events that can and cannot be reasonably 
and reliably predicted and will revise these 
rules as new benefits are developed. 

Unpredictaple contingent event benefits 
are intended to include benefits that depend 
on contingencies that, like facility shut-

downs or reductions or contractions in work
force, are not reliably and reasonably pre
dictable. Such contingencies are not limited 
to events that are similar to shutdowns or 
reductions in force. For example, a benefit 
dependent on the profits of the employer or 
the value of employer stock dropping below 
a certain level would be considered a benefit 
contingent on an event that is not reason
ably and reliably predictable <unless the 
contingency is illusory>. 

If an employer provides an early retire
ment window benefit under which employ
ees who have satisfied certain age or service 
requirements or both are offered a limited 
period of time during which they may elect 
to retire, such a window benefit is generally 
considered to be contingent on an event 
that can be reasonably and reliably predict
ed. The. Secretary of the Treasury may, in 
appropriate circumstances, treat such 
window benefits as benefits which are con
tingent on an event that cannot be reason
ably and reliably predicted. 

It is intended that a benefit contingent on 
marital status, such as a qualified joint and 
survivor annuity, is generally to be consid
ered a benefit that is contingent on an event 
that can be reasonably and reliably predict
ed. 

It is intended that the Secretary of the 
Treasury may prescribe rules to prevent em
ployers from avoiding the new minimum 
funding rules by characterizing contingen
cies as not reasonably and reliably predict
able. For purposes of the definition of cur
rent liability, a benefit is generally not to be 
considered contingent on an event which is 
not reasonably and reliably predictable if 
there is substantial certainty that the event 
on which the benefit depends will occur. 

An early retirement subsidy, social securi
ty supplement, survivor subsidy or similar 
benefit in addition to the basic retirement 
benefit under a plan that is payable only on 
the satisfaction of certain eligibility condi
tions, <e.g., age and/or years of service eligi
bility conditions) is included in current li
ability to the extent that the employee has 
earned the subsidy, supplement, or similar 
benefit. 

For example, assume that a plan provides 
that an employee is entitled to a basic re
tirement benefit commencing at age 65 of 1 
percent of final average pay times years of 
service and that, if the employee retires at 
age 55 with at least 25 years of service, the 
employee's retirement benefit will not be ac
tuarially reduced for early commencement 
(i.e., this is an early retirement subsidy). For 
purposes of calculating the current liability 
for such plan for a year, an employee age 50 
with 20 years of service has a total retire
ment benefit <i.e., normal retirement benefit 
plus early retirement subsidy) of 80 percent 
of the unreduced age 55 benefit <based on 
final average pay at age 50). That is, there is 
no actuarial reduction for commencement 
before age 65. The same analysis applies in 
determining the extent to which a social se
curity supplement, survivor subsidy, or simi
lar benefit has been earned under the plan. 

Current liability is generally determined 
in accordance with plan assumptions. Thus, 
in the example described above, because not 
all · employees who have earned a right to 
some portion of the early retirement benefit 
will ultimately satisfy the eligibility condi
tions for the subsidy <e.g., not all such em
ployees will remain with the employer until 
age 55), a plan is to calculate its current li
ability for the year by using reasonable 
turnover and mortality factors. 
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The amendment provides a special limita

tion on the interest rate used for purposes 
of calculating current liability. Under the 
amendment, the interest rate is the rate 
used for calculating costs under the plan. If 
such rate is not within the permissible 
range, then the plan is required to establish 
a new interest rate that is within the per
missible range. The permissible range is de
fined as a rate of interest that is not more 
than 20 percent above or below the average 
mid-term applicable Federal rate <AFR> for 
the 3-year period ending on the last day 
before the beginning of the plan year for 
which the interest rate is being used <or, if 
shorter, the period that the AFR has been 
computed). The average is determined by 
averaging the rate in effect for each month 
during the applicable 3-year period. The 
Secretary may prescribe one or more indices 
in lieu of the average mid-term AFR to be 
used in determining the permissible range. 

The amendment provides that certain 
service may be disregarded at the employ
er's election in calculating the plan's cur
rent liability. In the case of certain partici
pants, the applicable percentage of the 
years of service before the individual 
became a participant are taken into account 
in determining current liability. The appli
cable percentage is (1) 0, if the individual 
has 5 or less years of participation, (2) 20, if 
the individual has 6 years of participation, 
(3) 40, if the individual has 7 years of par
ticipation, <4> 60, if the individual has 8 
years of participation, <5> 80, if the individ
ual has 9 years of participation, and (6) 100 
if the individual has 10 or more years of 
participation. Partial years of participation 
are rounded to the nearest whole year. 

The rule disregarding pre-participation 
service is available with respect to any par
ticipant who, at the time of becoming a par
ticipant, has not accrued any other benefits 
under any defined benefit pension plan 
<whether or not terminated) of the employ
er or the employer's controlled group, and 
has years of service before such time in 
excess of the years of service required for 
eligibility to participate in the plan. The 
rule applies only with respect to new partici
pants in years beginning after December 31, 
1987. 

The amendment provides that unfunded 
current liability means, with respect to any 
plan year, the excess of (1) the current li
ability under the plan over <2> the value of 
the plan's assets reduced by any credit bal
ance in the funding standard account. The 
funded current liability percentage of a plan 
for a plan year is the percentage that < 1) 
the value of the plan's assets reduced by 
any credit balance in the funding standard 
account is of <2> the current liability under 
the plan. 

Unfunded old liability amount.-The un
funded old liability amount is, in general, 
the amount necessary to amortize the un
funded old liability under the plan in equal 
annual installments <until fully amortized> 
over a fixed period of 15 plan years (begin
ning with the first plan year beginning after 
December 31, 1988). The "unfunded old li
ability" with respect to a plan is the un
funded current liability of the plan as of the 
beginning of the first plan year beginning 
after December 31, 1987, determined with
out regard to any plan amendment adopted 
after October 16, 1987, that increases plan 
liabilities (other than amendments adopted 
pursuant to collective bargaining agree
ments described in the following para
graph). 

Under a special rule applicable to collec
tively bargained plans, increases in liabil-

ities pursuant to a collective bargaining 
agreement ratified before October 17, 1987, 
are also amortized over 15 years. Thus, 
under the amendment, the unfunded old li
ability amount with respect to a collectively 
bargained plan is increased by the amount 
necessary to amortize the unfunded existing 
benefit increase liabilities in equal annual 
installments over a fixed period of 15 plan 
years, beginning with the plan year in 
which the increase in liabilities occurs pur
_suant to the bargaining agreement <or, if 
later, the first plan year beginning after De
cember 31, 1988). For purposes of this rule, 
the unfunded existing benefit increase li
ability means the unfunded current liability 
determined by taking into account only < 1 > 
liabilities attributable to the increase in li
abilities pursuant to the agreement, and (2) 
the value of assets in excess of current li
ability <determined without regard to the li
abilities described in (1)). 

The employer may elect to amortize un
funded existing benefit increase liability 
under an alternative rule instead of the rule 
described above. Under the alternative rule, 
the increases in liabilities under the collec
tive bargaining agreement would be calcu
lated as of the beginning of the first plan 
year beginning after December 31, 1987. 
This amount would be included in calculat
ing the initial unfunded old liability and, to
gether with any other unfunded old liabil
ity, would be amortized over 15 years <begin
ning with the first plan year beginning after 
December 31, 1988). 

For purposes of determining the unfunded 
existing benefit increase liability, any exten
sion, amendment, or other modification of a 
bargaining · agreement after October 16, 
1987, is not taken into account. In general, 
the unfunded existing benefit increase li
ability only includes increases in liability 
pursuant to the bargaining agreement and 
therefore does not include liability increases 
with respect to individuals covered by the 
plan who are not subject to the collective 
bargaining agreement. However, if more 
than 75 percent of the employees covered 
by the plan on October 16, 1987, are subject 
to the collective bargaining agreement, then 
the unfunded existing benefit increase li
ability includes the liability with respect to 
all employees in the plan whose benefits are 
determined directly or indirectly by refer
ence to the terms of the bargaining agree
ment, whether or not such employees are 
subject to the agreement. Separate plans 
may not be treated as a single plan for pur
poses of this rule, even if the benefits under 
the plans are coordinated. 

For example, assume a benefit increase 
under a collective bargaining agreement 
ratified before October 17, 1987, takes effect 
on January 1, 1990, and that the liability 
due to the benefit increase is $10x. The cur
rent liability of the plan determined with
out regard to the benefit increase is $100x, 
and the value of plan assets is $105x. The 
plan year is the calendar year. The unfund
ed existing benefit increase liability is $5x. 
This amount will be amortized over 15 years 
beginning in 1990. 

Alternatively, instead of amortizing the 
benefit increase as described above, the em
ployer could elect to add the liability due to 
the increase (calculated as of January 1, 
1988) to the unfunded old liability <deter
mined without regard to the benefit in
crease> and amortize the entire amount over 
15 years beginning in 1989. 

Unfunded new liability amount.-The un
funded new liability amount for a year is 
the applicable percentage of the plan's "un-

funded new liability." "Unfunded new liabil
ity" means the unfunded current liability of 
the plan for the plan year, determined with
out regard to < 1 > the unamortized portion of 
the unfunded old liability and <2> the liabil
ity with respect to any unpredictable contin
gent event benefits, without regard to 
whether or not the event has occurred. 
Thus, in calculating the unfunded new li
ability, all unpredictable contingent event 
benefits are disregarded, even if the event 
on which that benefit is contingent has oc
curred. 

If the funded current liability percentage 
is less than 35 percent, then the applicable 
percentage is 30 percent. The applicable 
percentage decreases by .25 of one percent
age point for each 1 percentage point by 
which the plan's funded current liability 
percentage exceeds 35 percent. For example, 
if the funded current liability percentage is 
55 percent, then the applicable percentage 
is 25 percent, and the unfunded new liabil
ity amount for the plan year is 25 percent of 
the unfunded new liability. Similarly, if the 
funded current liability percentage is 80, 
then the applicable percentage is 18.75 and 
the unfunded new liability amount for the 
plan year is 18. 75 percent of the unfunded 
new liability. 

Unpredictable contingent event benefits 
If the event on which an unpredictable 

contingent event benefit is contingent 
occurs during the plan year and the assets 
of the plan are less than current liability 
<calculated after the event has occurred), 
then an additional funding contribution 
<over and above the minimum funding con
tribution otherwise due) is required. The 
amount of the required additional contribu
tion is generally equal to the greater of < 1 > 
the amount of unpredictable contingent 
event benefits paid during the plan year <re
gardless of the form in which paid), includ
ing <except as provided by the Secretary of 
the Treasury) any payment for the pur
chase of an annuity contract with respect to 
a participant with respect to such benefits, 
and (2) the amount that would be deter
mined for the year if the unpredictable con
tingent event benefit liabilities were amor
tized in equal annual installments over 5 
years, beginning with the plan year in 
which the event occurs. For the year in 
which the event occurs, an amount equal to 
150 percent of the amount determined 
under (1) above may, at the employer's elec
tion, be treated as the unpredictable contin
gent benefit amount. In no case, however, 
will the unpredictable contingent event 
amount exceed the unfunded current liabil
ity (including the liability due to the contin
gent event benefit) of the plan. 

If the event on which an unpredictable 
contingent event benefit is contingent 
occurs during the plan year and the assets 
of the plan equal or exceed current liability 
<calculated after the event has occurred), 
then the employer may continue to fund 
the plan's unpredictable contingent event 
benefits as under present law (i.e., generally 
as an experience loss>. subject to the appli
cation of the special rule if the plan's fund
ing falls below current liability. 

Adjustments 
The Secretary of the Treasury is to pre

scribe appropriate adjustments in the un
predictable contingent event amount, the 
old liability amount, the new liability 
amount, and the other charges and credits 
under section 412 as are necessary to avoid 
inappropriate duplication or omission of 
any factors in the determination of such 
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amounts, charges and credits (for example, 
adjustments reflecting asset appreciation or 
depreciation>. 

It is also intended that the Secretary will 
provide special rules for multiple-employer 
plans where appropriate. 

Small plan exception 
The new funding rules for plans with 

assets less than current liability do not 
apply to a plan with no more than 100 par
ticipants on any day in the preceding plan 
year. In the case of a plan with more than 
100 but no more than 150 participants 
during the preceding year, the amount of 
the additional contribution is determined by 
multiplying the otherwise required addition
al contribution by 2 percent for each partici
pant in excess of 100. For purposes of this 
rule, all defined benefit plans <including 
multiemployer plans> of the employer and 
the employer's controlled group are treated 
as a single plan. Controlled group is defined 
as in section 414(b), (c), <m> and (o). With 
respect to a multiemployer plan, only em
ployees of the employer <or a controlled 
group member) are taken into account. 

Valuation regulations 
The amendment provides that, effective 

with respect to plan years beginning after 
December 31, 1987, the portions of the regu
lations permitting asset valuations to be 
based on a range between 85 percent and 
115 percent of average value are to have no 
force and effect. In addition, the amend
ment provides that the Secretary of the 
Treasury is to amend the regulations to 
carry out the intent of this provision. 

Effective Dates 
In general, the changes in the minimum 

funding requirements for defined benefit 
pension plans apply with respect to plan 
years beginning after December 31, 1988. 

Contingent event benefits with respect to 
which the event has occurred before Octo
ber 17, 1987, are not subject to the new 
funding rule for such benefits. If the event 
has not occurred on or before October 16, 
1987, such benefits are subject to the new 
funding rules for such benefits. If the event 
occurs after October 16, 1987, and before 
the first day of the first plan year beginning 
after December 31, 1988, funding under the 
new rule begins in such first plan year. Of 
course, for the first plan year beginning 
after December 31, 1987, contingent event 
benefits are subject to the new rules regard
ing gain and losses. 

With respect to provisions that cross ref
erence the definition of "current liability,'' 
the definition is effective at the time the 
provision cross referencing it is effective. 
b. Time for making contributions (sec. 4553 

of the billJ 
Present Law 

Under present law, an employer is treated 
as making a contribution that satisfies its 
minimum funding requirement for a plan 
year if the contribution is made within 8112 
months after the close of the plan year. Of 
that 8112 month grace period for making 
plan contributions, 6 months were provided 
under Treasury regulations. 

Reasons for Change 
In light of the GAO report, it is believed 

that it is not appropriate to permit employ
ers to make no contributions until 8112 
months following the end of the plan year. 
The GAO report found that a significant 
amount of claims against the PBGC oc
curred when plan contributions for a year 
were not made because their payment dead-

line expired after the date of plan termina
tion. 

Further, it is believed that requiring quar
terly plan contributions could provide an 
early warning to the PBGC, the IRS, and to 
plan participants of possible employer diffi. 
culty in meeting its funding obligations. 
Such an approach is consistent with other 
tax laws, such as those requiring withhold· 
ing taxes and estimated tax payments to be 
made on a quarterly basis. Because the 
amendment requires that a significant por
tion of the year's contribution be made in 
installments during the plan year, it is be
lieved that that it is not necessary to accel
erate the 8112 month period for making the 
final plan contribution. 

In addition, there is concern that, under 
present law, employees do not receive ade
quate information relating to the funded 
status of a plan maintained by the employ
er. As a result, employees may make retire
ment planning decisions without knowledge 
of the risk that they will not receive their 
promised benefits under the employer-main
tained plan. Accordingly, it is believed that 
employees should be aware of whether or 
not the employer is making required contri
butions to the plan so that each employee 
may assess the risk that the employer's plan 
will not have sufficient assets to pay bene
fits when due. 

In order to ensure that contributions are 
actually paid to the plan, it is also believed 
that it is appropriate to provide for a lien in 
favor of the plan if contributions are 
missed. 

Explanation of Provisions 
Quarterly payments of estimated required 

contribution 
Under the amendment, 4 installment pay

ments of minimum funding contributions 
are required for each plan year. The due 
dates of these 4 required installments are, in 
the case of a calendar year plan year, April 
15, July 15, October 15, and January 15 of 
the following year. The amount of each re
quired installment is 25 percent of the re
quired annual payment. 

The amendment defines the required 
annual payment to be the lesser of < 1 > 90 
percent of the amount the employer is re
quired to contribute for the plan year under 
the minimum funding requirements <other 
than the unpredictable contingent event 
amount) or (2) 100 percent of the amount 
the employer was required to contribute for . 
the preceding plan year <other than the un
predictable contingent event amount> with 
respect to the plan and any predecessor 
plans. The second rule does not apply if the 
preceding plan year was less than 12 
months. The unpredictable contingent 
event amount is required to be contributed 
in addition to the installment contributions 
otherwise due. Thus, for example, if the un
predictable contingent event amount for a 
quarter is equal to the amount of payments 
of unpredictable contingent event benefits, 
such amount is required to be contributed 
at the same time and in addition to the oth
erwise required next quarterly installment. 

In the case of a plan year that is not a cal
endar year, the due dates of the required in
stallments are (1) the 15th day of the 4th 
month, (2) the 15th day of the 7th month, 
and (3) the 15th day of the 10th month fol
lowing the beginning of the plan year, and 
(4) the 15th day of the 1st month following 
the beginning of the following plan year. 
Under the amendment, the due dates of re
quired installments in the case of a short 
plan year are to be determined under Treas
ury regulations. 

If a required installment is not paid to the 
plan by the due date for the installment the 
funding standard account is charged with 
interest on the amount of the underpay
ment for the period of the underpayment. 
The amount of the underpayment is deter
mined by subtracting the installment pay
ments made on or before the due date of 
the installment from the required install
ment. 

The period of the underpayment is the 
period from the due date of the installment 
to the earlier of (1) the contribution due 
date for the plan year (i.e., 8112 months fol
lowing the end of the plan year), or (2) with 
respect to any portion of an underpayment, 
the date on which the portion is contributed 
to the plan. Contributions are credited first 
to the underpayments arising first. 

The rate of interest is the greater of 175 
percent of the Federal mid-term rate <AFR> 
or the rate of interest used under the plan 
in determining costs. 
Notice of failure to meet minimum funding 

standards 
The amendments requires that the em

ployer is to notify participants and benefici
aries if the employer fails to make a re
quired installment or fails to make the final 
contribution (i.e., the contribution required 
by 8112 months following the end of the plan 
year>. It is expected that the Secretary will 
prescribe special notice rules in the case of 
multiple employer plans targetting the 
notice to participants and beneficiaries with 
respect to the employer failing to make the 
required contribution. 

Imposition of lien 
If the employer fails to make a required 

contribution (including a required install
ment payment> when due, a lien arises in 
favor of the plan in the amount of the 
missed contribution (including interest). 
The lien is on all property and rights to 
property, whether real or personal, belong
ing to the contributing sponsor and mem
bers of the controlled group of the contrib
uting sponsor. The lien generally arises 30 
days after the due date of the contribution, 
and continues until the payment of such 
contribution <including interest>. However, 
if a timely request for a funding waiver is 
made with respect to the contribution, then 
the lien does not arise until the day after 
the waiver is denied. No lien arises if the 
waiver is granted. The employer is required 
to notify the PBGC of any failure to make a 
required contribution within 10 days after 
the due date of the contribution. 

If the employer fails to make successive 
contributions, the lien previously in exist
ence under this provision does not termi
nate. Rather, the provision operates with re
spect to each successive missed contribution. 

The lien may be perfected and enforced 
only by the PBGC or, at the direction of the 
PBGC, by the contributing sponsor or any 
member of the controlled group of the con
tributing sponsor. Rules similar to the rules 
in section 4068 (c), (d), and <e> of ERISA 
apply with respect to the lien and the 
amount on which the lien is based. A per
fected lien is treated as a Federal tax lien, 
and an unperfected lien is treated as a Fed
eral tax claim. 

Effective Dates 
The provisions are effective for plan years 

beginning after December 31, 1987. Under a 
transition rule, the amount of each required 
installment payment <other than payments 
of the unpredictable contingent event 
amount> is (1) 5 percent for plan years be-
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ginning in 1988, <2> 10 percent for plan 
years beginning in 1989, (3) 15 percent for 
plan years beginning in 1990, and <4> 20 per
cent for plan years beginning in 1991. 
c. Liability of members of controlled group 

for taxes on failure to meet minimum 
funding standards (sec. 4554 of the billJ 

Present Law 
If, as of the close of any plan year, the 

minimum required contribution has not 
been made · and charges to the funding 
standard account exceed credits to the ac
count, then the excess is ref erred to as an 
"accumulated funding deficiency." Unless a 
minimum funding waiver is obtained, an em
ployer who is responsible for contributing to 
a plan with an accumulated funding defi
ciency is subject to a 5-percent nondeduct
ible excise tax on the amount of the defi
ciency <Code sec. 4971>. If the deficiency is 
not corrected within the "taxable period," 
then an employer who is responsible for 
contributing to the plan is also subject to a 
nondeductible excise tax equal to 100 per
cent of the deficiency. The taxable period is 
the period beginning with the end of the 
plan year in which there is a deficiency and 
ending on the earlier of (1) the date of a 
mailing of a notice of deficiency with re
spect to the 5-percent tax or (2) the date on 
which the 5-percent tax is assessed by the 
Internal Revenue Service <IRS>. 

The excise taxes imposed for a failure to 
meet the funding requirements applicable 
to a plan are imposed only on an employer 
who is responsible for contributing to the 
particular plan in which the deficiency 
arises. Another taxpayer that is a member 
of the same controlled group of corpora
tions or trades or businesses as the employ
er is not liable for a funding deficiency 
unless the other taxpayer is also responsible 
for contributing to that plan. Under pro
posed regulations, the entire controlled 
group would be liable for any excise taxes 
imposed for a failure by a member of the 
group to satisfy the minimum funding re
quirements. 

Reasons for Change 
It is believed that the present-law rules re

lating to the liability to make contributions 
to a pension plan enable an employer that is 
a member of a controlled group to avoid its 
liabilities when it is unable to make a re
quired contribution even though other 
members of the employer's controlled group 
have sufficient assets to make the employ
er's required contribution. The failure to 
impose liability for the contributions on a 
controlled group basis increases the poten
tial risk to plan participants and the PBGC. 

In addition, in light of the GAO report, it 
is believed that increases in the taxes for 
failure to make contributions are needed to 
help ensure that contributions are made 
when due. ' 

Explanation of Provision 
Under the amendment, as under present 

law, the employer who maintains a pension 
plan is liable for any excise taxes imposed 
for a failure to meet the minimum funding 
standards <Code sec. 4971 >. In addition, if 
the employer is a member of a controlled 
group, each member of the employer's con
trolled group is jointly and severally liable 
for such excise taxes. 

Under the amendment, a controlled group 
is any group of employers treated as a single 
employer under section 414<b>, (c), <m>. or 
(O). 

The amendment also increases the 
amount of the first-tier excise tax from 5 
percent to 10 percent. 

Effective Date 
The provision is effective for taxes im

posed with respect to plan years beginning 
after December 31, 1987. 

d. Funding waivers (sec. 4555 of the bill) 
Present Law 

Within limits, the IRS is permitted under 
present law to waive all or a portion of the 
contributions required under the minimum 
funding standard for a plan year. Generally, 
the IRS has required that a request for a 
waiver be submitted by the end of the plan 
year following the plan year for which the 
waiver is requested. A waiver may be grant
ed if the employer <or employers> responsi
ble for the contribution could not make the 
required contribution without substantial 
business hardship and failure to grant the 
waiver would be adverse to the interests of 
plan participants in the aggregate. The IRS 
generally takes the position that a waiver 
will not be granted unless the hardship is 
temporary and the employer demonstrates 
that recovery is likely. Under present law, 
an employer is required to notify each em
ployee organization representing employees 
covered by the plan of an application for a 
funding waiver. No more than 5 waivers 
may be granted within any period of 15 con
secutive plan years. 

A waived contribution is a waived funding 
deficiency. Under the funding standard, the 
amount of a waived funding deficiency is 
amortized over a period of 15 plan years, be
ginning with the year following the year for 
which the waiver is granted. Each year, the 
funding standard account is charged with 
the amount amortized for that year unless 
the plan becomes fully funded. Interest on 
the waived amount is equal to the rate ap
plicable to late payment of taxes <Code sec. 
6621<b». The IRS generally allows deduc
tions for contributions made to amortize 
waived deficiencies more quickly than over 
15 years. <See, e.g., Rev. Rul. 78-223, 1978-1 
C.B. 125.) 

Reasons for Change 
It is believed that employers have used 

funding waivers in the past to minimize 
plan contributions during the period imme
diately preceding the termination of a plan. 
The GAO report found that 30 percent of 
the claims against the PBGC arising during 
the period 1983-1985 resulted from the fail
ure of employers to make required plan con
tributions prior to plan termination. The 
GAO concluded that significant percentages 
of the large claims represented required 
contributions that were overdue or had been 
waived by the IRS. 

Under present law, funding waivers are 
equivalent to an extension of credit from a 
plan to the employer that normally would 
be treated as a prohibited transaction. It is 
believed that such an extension of credit is 
not appropriate unless adequate safeguards 
apply to protect participants' benefits. Plan 
participants should not be required to fi
nance the continuing operations of an em
ployer by placing their retirement benefits 
at risk. 

Further, it is believed that the integrity of 
the plan termination insurance program will 
be jeopardized if employers have the oppor
tunity to avoid liability for their pension 
promises at the expense of other employers 
who moderated their promises or are more 
financially secure and remain in the defined 
benefit system. 

Explanation of Provision 
The amendment modifies the rules gov

erning the availability of minimum funding 

waivers in several respects. Under the 
amendment, a waiver application is required 
to be filed no later than the due date for 
the contribution <including required install
ments>. Thus, a waiver for a quarterly in
stallment must be made by the due date for 
the installment. 

The standards for obtaining a waiver are 
clarified by incorporating in the statute the 
present-law requirement that the employer 
seeking a waiver is required to establish 
that the financial hardship is temporary. 
The IRS is directed to apply the temporary 
hardship standard to prevent the granting 
of funding waivers to employers that will 
not recover sufficiently to make their 
waived contributions. Because all members 
of the controlled group of the employer 
maintaining the plan are liable for excise 
taxes under the minimum funding rules, the 
hardship determination is based, under the 
amendment, upon the circumstances of the 
entire controlled group, as well as the cir
cumstances of the particular employer. 

In order to make funding waivers more 
equivalent to commercial loans, the amend
ment provides that the interest rate on 
waived contributions for purposes of deter
mining the amortization charge for waived 
amounts is increased from the interest rate 
applicable to the late payment of taxes to 
the greater of the plan's interest rate for 
funding purposes or 150 percent of the Fed
eral mid-term rate <as in effect under sec. 
1274 for the first month of the plan year>. 
The interest rate based on the Federal mid
term rate is intended to be an administrable 
measure of a market interest rate for bor
rowing by a distressed company. 

To protect plans against protracted peri
ods of serious underfunding and serious de
terioration of the funded status of the plan, 
the amendment provides that a funding 
waiver may not be granted with respect to a 
plan that has assets less than current liabil
ity. The determination of whether a plan 
has assets less than current liability is to be 
made at the beginning of the plan year or at 
such other time as determined by the Secre
tary. 

In addition, the amendment reduces the 
number of waivers that may be granted 
with respect to any plan within a 15-year 
period from 5 to 3. A single waiver request 
may be made with respect to all quarterly 
contributions for a year and the final re
quired contribution. 

It is not intended that the amendment 
will affect the administrative practice of the 
IRS under which deductions are allowed for 
contributions that amortize waived funding 
deficiencies more rapidly than the required 
amortization. 

Effective Dates 
The provision relating to funding waivers 

is effective with respect to any application 
for a funding waiver submitted with respect 
to plan years beginning after December 31, 
1987. With respect to the rule restricting 
the number of waivers in a 15-year period, 
waivers granted prior to the effective date 
are taken into account. 

e. Amortization periods (sec. 4556(a) of the 
bill) 

Present Law 
In determining plan funding under an ac

tuarial cost method, a plan's actuary gener
ally makes certain assumptions regarding 
the future experience of a plan. These as
sumptions typically involve rates of interest, 
mortality, disability, salary increases, and 
other factors affecting the value of assets 
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and liabilities. The actuarial assumptions 
are required to be reasonable in the aggre
gate. If, on the basis of these assumptions, 
the contributions made to the plan result in 
actual unfunded liabilities that are less than 
anticipated by the actuary, then the excess 
is an experience gain. If the actual unfund
ed liabilities are greater than those antici
pated, then the difference is an experience 
loss. For a single-employer plan, experience 
gains and losses for a year are amortized 
over a 15-year period. 

If the actuarial assumptions used for 
funding a plan are revised and, under the 
new assumptions, the liability of a plan is 
less than the liability computed under the 
previous assumptions, the decrease is a gain 
from changes in actuarial assumptions. If 
the new assumptions result in an increase in 
the liability, the plan has a loss from 
changes in actuarial assumptions. The gain 
or loss for a year from changes in actuarial 
assumptions is amortized over a period of 30 
plan years. 

Reasons for Change 
It is believed that the present-law amorti

zation period for experience gains and losses 
delays unnecessarily the reconciliation of 
actual experience and actuarial assump
tions. The present-law amortization period 
for experience losses contributes to under
funding and thereby undermines benefit se
curity and increases the risk of loss to the 
PBGC. The present-law amortization period 
for experience gains similarly contributes to 
inappropriate overfunding because such 
gains are taken into account over a long 
period. 

Similarly, it is believed that the present
law amortization period for gains and losses 
resulting from changes in actuarial assump
tions delays unnecessarily the reconciliation 
of the old assumptions with the new as
sumptions. In addition, the lengthy amorti
zation period provided under current law 
may contribute to undue manipulation of 
plan assumptions. 

Explanation of Provision 
Under the amendment, the period for am

ortizing experience gains and losses is re
duced to 5 years from 15 years. The period 
for amortizing gains and losses from 
changes in assumptions is reduced to 5 years 
from 30 years. 

Effective Date 
The provision is effective for gains and 

losses arising in plan years beginning after 
December 31, 1987. The amendment does 
not affect the amortization period applica
ble to gains and losses arising in plan years 
beginning before January 1, 1988. 
f. Actuarial assumptions must be reasonable 

(sec. 4556fbJ of the billJ 
Present Law 

Under present law, the actuarial assump
tions used to determine costs, liabilities, in
terest rates, and other factors under a plan 
are required to be rea.8onable in the aggre
gate. Present law does not require any indi
vidual actuarial assumption to be reasona
ble. 

Reasons for Change 
The present-law rule for actuarial assump

tions presents significant compliance prob
lems for the IRS. It is substantially more 
difficult for the IRS to establish that a 
plan's funding is determined on the basis of 
actuarial assumptions that are, in the aggre
gate, unreasonable than to challenge any in
dividual assumption. 

It is believed that these administrative 
problems reduce the ability of the IRS to 

require an employer to make plan contribu
tions necessary to meet the plan's benefit 
obligations. 

In addition, some employers who wish to 
maximize their tax deferral or obtain a 
larger tax deduction in a particular year use 
unrealistic actuarial assumptions <such as 
an extremely low interest rate assumption> 
in order to generate larger plan contribu
tions and deductions. The inability of the 
IRS to challenge individual actuarial as
sumptions makes it more likely that em
ployers who want to manipulate the 
present-law rules may do so. 

Explanation of Provision 
The amendment modifies the standard for 

actuarial assumptions to require that all 
costs. liabilities, interest rates, and other 
factors are to be determined on the basis of 
actuarial assumptions and methods < 1) each 
of which is reasonable <taking into account 
the experience of the plan and reasonable 
expectations) or (2) which result, in the ag
gregate, in a total plan contribution equiva
lent to the contribution that would be ob
tained if each assumption were reasonable. 
Under the amendment, as under present 
law, the costs, etc., are required to represent 
the plan actuary's best estimate of antici
pated experience under the plan. It is in
tended that the taxpayer has the burden of 
demonstrating that each actuarial assump
tion is reasonable and, if each actuarial as
sumption is not reasonable, that the as
sumptions in the aggregate result in a total 
contribution equivalent to the contribution 
that would be obtained if each assumption 
were reasonable. 

Effective Date 
The provisions are effective for plan years 

beginning after December 31, 1987. 
g. Limitation on deduction for contribu

tions to certain plans not less than un
funded current liability (sec. 4556(cJ of the 
bill) 

Present Law 
Under present law, an employer may 

deduct contributions to a pension plan, 
within limits. In the case of a defined bene
fit pension plan, an employer's contribu
tions to a plan may not be deductible even 
though the sum of the contributions plus 
the plan assets do not exceed the plan's cur
rent liability for the plan year. 

Reasons for Change 
Under the amendment, underfunded plans 

are subject to an exposure-related PBGC 
premium based on the amount of under
funding as a function of current liability. It 
is believed that it would be unfair to impose 
the exposure-related premium if the em
ployer is willing to fund the plan up to the 
level of current liability. 

Explanation of Provision 
The amendment provides that the maxi

mum deduction limit for contributions to 
certain defined benefit pension plans for a 
plan year is not to be less than the unfund
ed current liability for the plan. Current li
ability is determined as under the minimum 
funding rules. Thus, if the employer elects 
to take pre-participation service into ac
count in calculating current liability under 
the minimum funding rules, such service is 
also taken into account in calculating cur
rent liability for purposes of this deduction 
rule. Except as provided by the Secretary, 
contributions to a defined benefit pension 
plan are deductible under this rule if the 
plan has 100 or more participants during 
the plan year. For purposes of the 100-par
ticipant rule, all defined benefit plans <in-

eluding multiemployer plans) maintained by 
the same employer or any member of such 
employer's controlled group are to be treat
ed as a single plan. With respect to multiem
ployer plans, only employees of the employ
er <or controlled group member> are taken 
into account. 

Effective Date 
The provision is effective for years begin

ning after December 31, 1987. 
3. Treatment of Plan Terminations (secs. 

4557-4559 of the billJ 
Present Law 

Law before 1986 
Prior to 1986, an employer could, subject 

to contractual obligations, terminate a 
single-employer defined benefit pension 
plan at any time without regard to the fi
nancial health of the employer and without 
regard to the level of assets in the plan. If a 
terminated single-employer plan had assets 
that were sufficient to pay benefits at the 
level guaranteed by the PBGC, the plan was 
required to pay those benefits to partici
pants and beneficiaries, and the employer 
had no liability to the PBGC. If a single-em
ployer plan was terminated with assets in
sufficient to pay benefits at the level guar
anteed by the PBGC, the PBGC would pay 
unfunded guaranteed benefits. The employ
er was then liable to the PBGC for the in
sufficiency or for an amount equal to 30 
percent of the employer's net worth, if less. 
The employer had no further liability to 
plan participants and beneficiaries. 

SEP PAA 
The Single Employer Pension Plan 

Amendments Act <SEPPAA), enacted in 
1986, substantially modified the rules relat
ing to the termination of single-employer 
defined benefit pension plans. Under 
SEPP AA, the conditions under which an 
employer may voluntarily terminate a plan 
were revised and an employer's liability to 
plan participants and the PBGC was in
creased in the case of a termination of an 
underfunded plan. 

Guaranteed benefits 
Subject to limits, the PGBC guarantees 

basic benefits under a plan. Basic benefits 
consist of nonforfeitable retirement benefits 
other than those benefits that become non
forfeitable solely on account of the termina
tion of the plan, ERISA set the maximum 
guaranteeable benefit at $750 per month in 
1974, to be adjusted annually based on the 
Social Security wage and benefit base. The 
maximum monthly amount for 1987 is 
$1,857.95. 

Guarantees do not apply with respect to 
benefits in effect for fewer than 60 months 
at the time of plan termination unless the 
PGBC finds substantial evidence that the 
plan was terminated for a reasonable busi
ness purpose and not for the purpose of se
curing increased guaranteed benefits for 
participants. In cases in which they apply, 
guarantees are phased in at the rate of $20 
per month or 20 percent per year, whichev
er is greater, for <1> basic benefits that have 
been in effect for less than 60 months at the 
time that the plan terminates, or <2> any in
crease in the amount of basic benefits under 
a plan resulting from a plan amendment 
within 60 months before the date of plan 
termination. 

Standard terminations 
After SEPP AA, a single-employer defined 

benefit pension plan may be voluntarily ter
minated only in a standard termination or 
in a distress termination. A plan may be ter-
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minated in a standard termination only if it 
has sufficient assets to pay all benefit com
mitments under the plan. Benefit commit
ments are greater than guaranteed benefits, 
and include all benefits guaranteed by the 
PBGC and all benefits that would be guar
anteed but for the dollar limit on the guar
antee or the length of time the benefit has 
been in existence <the phase-in rule). In ad
dition, benefit commitments include early 
retirement supplements or subsidies and 
plant closing benefits with respect to par
ticipants who have satisfied all conditions 
for entitlement prior to termination, with
out regard to whether such benefits are 
guaranteed. 

Benefit commitments are less than plan 
termination liability. Termination liability 
represents all benefits that have been prom
ised under the plan up to the date of plan 
termination, and consists of all fixed and 
contingent liabilities to plan participants 
and beneficiaries. Benefit commitments can 
be significantly less than termination liabil
ity. For example, benefit commitments do 
not include benefits that vest solely due to 
plan termination or contingent benefits 
<such as early retirement benefits> for 
which the participant has not satisfied all 
conditions for entitlement prior to termina
tion; these benefits are, however, included 
in termination liability. 

If a plan is terminated in a standard ter
mination so that the plan assets are suffi
cient to satisfy benefit commitments, then 
the employer has no further liability to 
plan participants, even if the plan is not suf
ficiently funded to meet termination liabil
ities. 

Distress terminations 
A plan with assets insufficient to provide 

benefit commitments may be terminated in 
a distress termination only if the PBGC de
termines that each contributing sponsor 
and each substantial member of the contrib
uting sponsors' controlled group satisfies at 
least 1 of 4 distress standards established by 
SEPPAA. An entity is a contributing spon
sor if it < 1 > is responsible for funding the 
plan or (2) is a member of the controlled 
group of an entity that is responsible for 
funding, has been responsible for funding 
the plan, and has employed a significant 
number of participants under the plan 
while it was so responsible. The term "con
trolled group" means a group of entities 
under common control. A "substantial 
member" of a controlled group is generally 
any entity whose assets comprise at least 5 
percent of the assets of the controlled 
group. 

In order to terminate a plan in a distress 
termination, a plan administrator is re
quired to demonstrate that each contribut
ing sponsor and each substantial member of 
each contributing sponsor's controlled 
group meets one of the following criteria: 
Cl) a petition in bankruptcy or a State insol
vency proceeding has been filed seeking liq
uidation of the entity and the petition has 
not been dismissed; (2) a petition in bank
ruptcy or a State insolvency proceeding has 
been filed seeking reorganization of the 
entity <or a case described in Cl> has been 
converted to a reorganization), the petition 
has not been dismissed, and the bankruptcy 
court has approved the plan termination; 
(3) unless a distress termination occurs, the 
entity will be unable to pay its debts when 
due and will be unable to continue in busi
ness; or (4) with respect to the entity, the 
costs of providing pension coverage have 
become unreasonably burdensome, solely as 
a result of a decline in the workforce cov-

ered as participants under single-employer 
defined benefit pension plans of which the 
entity is a contributing sponsor. 

In a distress termination, if there are ben
efit commitments in excess of PBGC-guar
anteed benefits that cannot be paid out of 
current plan assets <"outstanding benefit 
commitments"), then the PBGC is required 
to appoint an independent fiduciary with re
spect to a special termination trust main
tained for the benefit of participants. Each 
contributing sponsor of the plan and each 
member of the controlled group of a con
tributing sponsor is jointly and severally 
liable to the termination trust for the lesser 
of Cl) 75 percent of the outstanding benefit 
commitments, or <2> 15 percent of the total 
benefit commitments. 

In general, payment of liability by a con
tributing sponsor to a termination trust is to 
be made under commercially reasonable 
terms, with deferrals of certain amounts in 
years in which no person liable for the pay
ment has pre-tax profits. Such deferred 
amounts are only payable after similar de
ferrals with respect to liability to the PBGC 
have been paid in full. However, there is no 
assurance that amounts will not be paid to 
plan participants before the employer's full 
liability to the PBGC has been discharged. 

In a distress termination, if the plan 
assets are insufficient to fund guaranteed 
benefits, each contributing sponsor and 
each member of the controlled group of 
each contributing sponsor is jointly and sev
erally liable to the PBGC for the sum of Cl) 
the outstanding balance of any accumulated 
funding deficiency, and <2> the balance of 
the amount of any waived funding deficien
cies. The full amount of a contributing 
sponsor's liability to the PBGC is due and 
payable as of the date of plan termination. 

In addition, upon the termination of a 
plan pursuant to a distress termination, 
each contributing sponsor of the plan and 
each member of the controlled group of 
each contributing sponsor is jointly and sev
erally liable to the PBGC for the sum of Cl> 
the total amount of all unfunded guaran
teed benefits, up to 30 percent of the collec
tive net worth of the entities that are liable, 
<2> the excess of 75 percent of the unfunded 
guaranteed benefits over 30 percent of the 
collective net worth of the entities that are 
liable, and <3> interest on such amounts 
from the date of termination. Payment of 
this liability is generally to be made based 
on commercially reasonable terms, with de
ferrals of certain amounts in years in which 
the liable entities have no pre-tax profits. 

The rules described above apply without 
regard to whether the employer or any 
member of the controlled group also main
tains one or more plans that have assets in 
excess of termination liabilities. 

PBGC claims in bankruptcy 
Under present law, up to the 30-percent of 

net worth limit, the PBGC's claim has the 
priority status of a Federal tax for bank
ruptcy purposes. The remainder of the 
PBC's claim generally has a lower priority 
status, that of an unsecured claim. 

Termination by PBGC 
The PBGC is authorized to commence 

proceedings to terminate a plan under cer
tain circumstances and is required to do so 
if the plan does not have assets available to 
pay benefits that are currently due under 
the terms of the plan. 

Reasons for Change 
Standards for termination 

The SEPP AA distress termination stand
ards still permit ongoing, healthy companies 

to shift liabilities to the PBGC. Under 
SEPP AA, an employer in financial distress 
may terminate an underfunded plan pursu
ant to a reorganization while operating at a 
profit following the reorganization. This 
ability may also create a competitive disad
vantage for other companies in the same in
dustry that have not reorganized and have 
not reduced their liabilities. It is believed 
that a distress termination should not be 
available in these circumstances. 

Lien rules 
While eliminating a reorganization as a 

condition permitting a distress termination, 
it is believed that it is appropriate to add 
safeguards to protect the PBGC's and par
ticipants' interest in a reorganization or 
other bankruptcy proceeding. 

The GAO Report stated that, as of Janu
ary 1986, the PBGC had recovered or ex
pected to recover only 14 percent of its total 
claims in 1983-1985. The report concluded 
that this low recovery was due to 2 factors. 
First, recovery was low because the 30 per
cent of net worth limit on employer liability 
prevented the PBGC from recovering the 
full amount of guaranteed benefits. Second, 
the PBGC claim has priority status in bank
ruptcy only up to the 30 percent of net 
worth limit. Because most claims for due 
but unpaid contributions exceed this limit, 
they <with limited exceptions> have a low 
priority in bankruptcy, that of an unsecured 
claim. Contributions that were due but 
unpaid as of the termination were the cause 
of 30 percent of the PBGC's claims in 1983-
1985. 

The GAO report concluded that increas
ing liability to the PBGC would improve the 
recovery rate, but would not be sufficient to 
reduce the potential liability of the PBGC. 
According to the report, a major problem 
continues to be the low priority of PBGC 
claims in bankruptcy. SEPPAA increased 
the ability of the PBGC to secure its claim 
by requiring security in the case of certain 
funding waivers. Even if SEPP AA had been 
in effect with respect to the claims on the 
PBGC during 1983-1985, however, the GAO 
found that only 4 percent of the total 
claims for the period could have been se
cured by the PBGC. The report recommend
ed that the priority of PBGC claims in 
bankruptcy be increased. 

It is believed that appropriate measures 
are necessary in order to better protect the 
PBGC and plan participants in the case of 
bankruptcy. Accordingly, the amendment 
provides that the plan is entitled to security 
in certain cases in which there is risk of loss 
to the PBGC or plan participants. 

Employer liability 
Present law places limits on the liability 

of the employer to plan participants and the 
PBGC. Under present law, plan participants 
may lose their right to pension benefits if a 
plan is terminated with assets less than ter
mination liability because the employer is 
not fully liable for unfunded benefits and 
because the PBGC has no liability for bene
fits in excess of guaranteed benefits. Simi
larly, if a plan terminates with assets less 
than guaranteed benefits, the PBGC may 
not be made whole with respect to the bene
fits it pays participants because the employ
er is not fully liable to the PBGC for un
funded guaranteed benefits. 

The limits to employer liability under 
present law may also adversely affect the 
funding of plans because certain employers 
have insufficient incentive to fund a plan in 
excess of the level of benefit commitments. 
This disincentive may increase the likeli-
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hood that participants will not receive their 
full pension benefits and that the PBGC 
will have to provide unfunded guaranteed 
benefits. 

In order to encourage employers to fund 
ptomised benefits, ensure that plan partici
pants receive promised benefits, and ensure 
that the PBGC is made whole with respect 
to guaranteed benefits it pays, it is believed 
that employers should be fully liable for 
their pension promises. 

Explanation of Provisions 
Employer liability 

Under the amendment, the required plan 
asset level for a standard termination is in
creased from the present-law requirement 
of benefit commitments to the full level of 
the plan's termination liability to partici
pants. As under present law, the plan's ter
mination liability is all liabilities to employ
ees and their beneficiaries under the plan, 
and includes all fixed and contingent bene
fits that would be provided if the plan had 
sufficient assets (Code sec. 40l<a)(2)). Of 
course, such liability is to be determined 
without regard to the level of plan assets. 

Under the amendment, a defined benefit 
pension plan with assets insufficient to pro-

, vide its termination liability to participants 
is unable to terminate unless the employer 
<and controlled group) can satisfy the crite
ria for a distress termination. Following a 
distress termination, the employer's <and 
controlled group's) liability to participants 
is increased from the present-law percent
age of benefit commitments to the full 
amount of the plan's unfunded termination 
liability to the extent not guaranteed by the 
PBGC, and the employer's <and controlled 
group's) liability to the PBGC is increased 
to the full amount of unfunded guaranteed 
benefits. 

Standards for termination 
The amendment provides that a reorgani

zation does not qualify as a condition under 
which a distress termination is permitted. 
Thus, under the amendment, in order to ter
minate a plan in a distress termination, a 
plan administrator is required to demon
strate that each entity that is a contributing 
sponsor or a member of a contributing spon
sor's controlled group meets one of the fol
lowing criteria: < 1 > a petition in bankruptcy 
or a State insolvency proceeding has been 
filed seeking liquidation of the entity and 
the petition has not been dismissed or con
verted to a petition seeking reorganization, 
(2) unless a distress termination occurs, the 
entity will be unable to pay its debts when 
due and will be unable to continue in busi
ness, or <3> with respect to the entity, the 
costs of providing pension coverage have 
become unreasonably burdensome, solely as 
a result of a decline iri the workforce cov
ered as participants under single-employer 
pension plans of which the entity is a con
tributing sponsor. 

Lien rules 
Consistent with the increase in the liabil

ity of the employer to the PBGC, the 
amendment removes the 30-percent of net 
worth limitation on the amount of the 
PBGC lien that arises upon plan termina
tion. 

In addition, under the amendment, a stat
utory lien arises in favor of the plan to the 
extent that as of the close of a plan year < 1 > 
the plan's assets are less than 70 percent of 
current liability and <2> the unfunded cur
rent liability exceeds $25 million. The una
mortized portion of the plan's unfunded old 
liability amount is disregarded in making 
these determinations. The lien is on all 

property and rights to property, whether 
real or personal, belonging to the contribut
ing sponsor and the members of the contrib
uting sponsor's controlled group. 

The lien arises on the first day of the plan 
year following the plan year in which the 
determination is made, and continues until 
the close of the plan year in which the plan 
is not described in (1) or (2) above. If, from 
one plan year to the next, the level of un
funded current liability increases, the 
amount of the lien is increased by the 
amount of the increase in plan underfund
ing. The employer is required to notify the 
PBGC when the plan is described in (1) and 
<2> above. 

Rules similar to the rules in section 
4068(c), (d), and <e> of ERISA apply with re
spect to the lien and the amount on which 
it is based. As under section 4068(c), a per
fected lien is treated as a Federal tax lien, 
and an unperfected lien is treated as a Fed
eral tax claim. In addition, any lien created 
by this provision may be perfected and en
forced by the PBGC or, at its direction, by 
the contributing sponsor or any member of 
the controlled group of the contributing 
sponsor. 

Effective Dates 
The provisions are generally effective in 

the case of terminations where notice to the 
PBGC is provided after October 16, 1987, 
and terminations instituted by the PBGC 
after October 16, 1987. The provision creat
ing a lien where unfunded current liability 
exceeds certain levels is effective with re
spect to plan years beginning after the date 
of enactment. 

4. Employer Access to Assets of Overfunded 
Plans 

Present Law 
Access to plan assets 

Under present law, a trust forming part of 
a pension plan is not qualified under the 
Code unless it is impossible under the trust 
instrument, prior to the satisfaction of all li
abilities with respect to employees and their 
beneficiaries under the trust, for any part of 
the trust assets to be used for, or diverted 
to, purposes other than for the exclusive 
benefit of employees or their beneficiaries. 
However, upon termination of the plan and 
after satisfaction of all fixed and contingent 
liabilities of the participants and benefici
aries <termination liability), the employer 
may recover any excess assets remaining in 
the trust that are due to erroneous actuarial 
computations. 

Similarly, under ERISA, the assets of an 
employee benefit plan may not inure to the 
benefit of any employer and are to be held 
for the exclusive purpose of providing bene
fits to participants in the plan and their 
beneficiaries and of defraying reasonable 
expenses of administering the plan. Howev
er, any excess assets of a plan may be dis
tributed to the employer upon termination 
of the plan if < 1 > all liabilities of the plan to 
participants and their beneficiaries have 
been satisfied, (2) the distribution does not 
contravene any provision of law, and (3) the 
plan provides for such a distribution. 

Under present law, whether the employer 
has the right to the excess assets of a pen
sion plan or is required to share the excess 
assets with plan participants is generally de
termined under the plan document. Thus, if 
the plan document provides that the em
ployer is entitled to the reversion of excess 
assets, the employer is not required to share 
the reversion with participants. A majority 
of the cases provide that, subject to any ap
plicable collective bargaining agreements, a 

plan may be amended at any time prior to 
termination of the plan to provide that the 
excess assets may revert to the employer. 

Upon termination of a plan, all benefits as 
of the date of termination are required to 
become 100 percent vested and nonforfeit
able. In addition, benefits generally are to 
be distributed or annuitized. 

Implementation guidelines 
Although an employer is not permitted to 

recover excess assets except upon termina
tion of a plan, certain procedural guidelines 
permit transactions that, in effect, permit 
the withdrawal of assets from an ongoing 
plan. Typical examples of such transactions 
are termination-reestablishment and spin
off-termination transactions. 

In a termination-reestablishment transac
tion, the employer terminates a defined ben
efit plan, recovers the excess assets, and 
then establishes a "new" plan that general
ly covers the same employees and provides 
the same or substantially similar benefits as 
the old plan. In a spinoff-termination trans
action, a single plan is split into 2 plans, 1 
plan covering retirees and 1 covering active 
employees. The excess assets are allocated 
to the plan covering retirees. That plan is 
then terminated, allowing the employer to 
recover the excess assets. 

In response to concern that reversions can 
reduce the security of participants' benefits, 
procedural guidelines were developed jointly 
by the Department of the Treasury, the De
partment of Labor, and the PBGC. The pro
cedures, referred to as the "Implementation 
Guidelines for Terminations of Defined 
Benefit Pension Plans" or the "Implementa
tion Guidelines," were issued by the Admin
istration as a news release on May 24, 1984. 

The Implementation Guidelines set forth 
administrative procedures for processing 
certain terminations of qualified defined 
benefit pension plans involving reversions of 
excess assets to the plan sponsor. The guide
lines generally provide that a bona fide ter
mination of a defined pension plan will be 
recognized as having occurred under either 
a spinoff-termination or a termination-rees
tablishment transaction only if certain con
ditions are met. 

A spinoff-termination is considered bona 
fide under the guidelines only if < 1) the ben
efits of all employees are vested as of the 
date of the termination; <2> all benefits ac
crued by all employees as of the date of the 
termination are provided for by the pur
chase of annuity contracts; <3> the continu
ing plan adopts a special amortization 
period <with the approval of the IRS>; and 
(4) appropriate notice is provided to employ
ees. 

Under the Implementation Guidelines, 
termination-reestablishment transactions 
are generally recognized as bona fide. If the 
new plan provides credit for service before 
that plan was adopted, however, the guide
lines do not treat the transaction as bona 
fide unless a special amortization period is 
adopted <with the approval of the IRS>. 

The guidelines note that spinoff-termina
tions or termination-reestablishments may 
affect the qualified status of plans because 
the Code requires that qualified plans be 
permanent. The guidelines generally pro
vide that the permanency requirement pro
hibits an employer that has engaged in a 
spinoff-termination or termination-reestab
lishment transaction from engaging in an
other such transaction for at least 15 years. 

Reasons for Change 
It is believed that the present law stand

ards, as reflected in the Implementation 
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Guidelines, and the present-law excise tax 
on reversions are appropriate rules for ad
dressing the issue of employer access to 
excess plan assets. 

Explanation of Provision 
The amendment confirms present law as 

contained in the Implementation Guide
lines. 

Effective Date 
The provision is a clarification of present 

law. 
5. Increase in PBGC Premium Rates fsec. 

4560 of the billJ 
Present Law 
In general 

The PBGC was created in 1974 by ERISA 
to provide 8.n insurance program for bene
fits under defined benefit pension plans 
maintained by private employers. According 
to the PBGC's latest annual report, the 
single-employer insurance program current
ly covers more than 30 million participants 
in more than 110,000 defined benefit pen
sion plans. PBGC revenues include premi
ums charged to defined benefit pension 
plans, earnings on investments, and collec
tions from sponsors of terminated plans. 

Premiums 
Since its inception, the pension insurance 

program has charged a flat-rate premium 
based on the number of plan participants. 
ERISA initially authorized an annual per
participant premium of $1.00. The premium 
rate was raised to $2.60 for plan years begin
ning after December 31, 1977. SEPPAA in
creased the rate to $8.50, effective for plan 
years beginning after December 31, 1985. 

Liability for premiums 
Under present law, the plan administrator 

is liable for the payment of premiums. 
Reasons for Change 

In light of the PBGC deficit, a raise in the 
PBGC premium is needed. In its report, the 
GAO estimated that annual premium reve
nues of $446 million would be needed to 
retire a $4 billion deficit over 15 years at the 
PBGC's current interest rates. Projected 
annual revenue, however, is only $298 mil
lion, or 33 percent less than $446 million. 
Further, the GAO concluded that addition
al revenues would be needed to pay future 
expected claims and the program's adminis
trative expenses. 

It is believed that it is equitable to base 
the increased PBGC premium in part on the 
extent of a plan's underfunded status so 
that the premium reflects in part the poten
tial PBGC liability created by the plan. 
However, basing the entire increase on a 
plan's underfunded status would unduly 
burden financially distressed plans and em
ployers and could lead to a greater crisis for 
the PBGC if a significant percentage of 
these plans were terminated. Thus, it is be
lieved that some of the necessary revenues 
should be derived from an increase in the 
flat premium. 

As under the mini.mum funding rules, it is 
believed that the employer sponsoring a 
plan and related employers should be re
sponsible for liabilities associated with the 
benefits promised under the plan. Thus, it is 
believed that the employer sponsoring the 
plan and all related employers should be 
liable for payment of the premium. 

Explanation of Provision 
Under the amendment, the flat-rate per

participant PBGC premium is increased to 
$14. In addition, the amendment applies an 
exposure-related per-participant premium 

based on the amount of potential liability 
the plan creates for the PBGC. 

The exposure-related per-participant pre
mium is determined by dividing an amount 
based on the plan's unfunded current liabil
ity by the number of plan participants in 
the plan at the end of the preceding plan 
year. The amount based on unfunded cur
rent liability is $6.00 for each $1,000 of un
funded current liability as of the end of the 
preceding plan year. 

The additional per-participant premium is 
not to exceed $70 (indexed beginning in 
1989 in accordance with the social security 
benefit and contribution base>. 

The $70 cap <indexed) is reduced in the 
case of certain plans. If an employer made 
the maximum deductible contributions to 
the plan for 1 or more of the 5 plan years 
preceding the first plan year beginning after 
December 31, 1987 <i.e., for a calendar year 
plan year, 1983-1987), then the cap on the 
exposure-related premium is reduced by $10 
for each plan year for which such contribu
tions were made. The $10 amount is indexed 
at the same time and same manner as the 
$70 cap. This special rule operates to reduce 
the exposure-related premium only for the 
first 5 plan years the premium is in effect. 

As under the new funding rules, the expo
sure-related premium does not apply to any 
plan that has no more than 100 participants 
on each day of the preceding plan year. For 
purposes of this 100-participant rule, all de
fined benefit plans (including multiemploy
er plans) maintained by the same employer 
<or any member of such employer's con
trolled group) are treated as one plan. With 
respect to multiemployer plans, only em
ployees of the employer <or controlled 
group> are taken into account. In the case of 
a plan with more than 100 but less than 150 
participants on each day during the preced
ing plan year, the amount of the exposure
related premium is determined by multiply
ing the otherwise required additional premi
um by 2 percent for each participant in 
excess of 100. 

In addition, the special rule disregarding 
certain pre-participation service in calculat
ing current liability under the funding rules 
applies in calculating current liability for 
purposes of the exposure-related premium. 
However, for premium purposes pre-partici
pation years of service are taken into ac
count if the participant has 5 or more years 
of service. 

The amendment also provides that, with 
respect to a single-employer plan, the con
tributing sponsor, as well as the plan admin
istrator, is liable for payment of the premi
um and that each member of the contribut
ing sponsor's controlled group is jointly and 
severally liable for such payment. 

Under the amendment, all amounts relat
ed to the exposure-related premium and the 
increase in the flat-rate premium are to be 
deposited in a separate revolving fund. 
Amounts in this fund may not be used to 
pay administrative costs of the PBGC or 
benefits under any plan terminated before 
January l, 1988, unless no other amounts 
are available. 

G. ESTATE AND GIFT TAXES 

Retention of 1987 Rates/or 2 Years (sec. 
4561 of the bill and sec. 2001 of the Code) 

Present Law 
The estate and gift taxes are unified, so 

that a single progressive rate schedule is ap
plied to an individual's cumulative gifts and 
bequests. The generation-skipping transfer 
tax is computed by reference to the maxi
mum Federal estate tax rate. 

For 1987, the gift and estate tax rates 
begin at 18 percent of the first $10,000 of 
taxable transfers and reach 55 percent on 
taxable transfers over $3 million. For trans
fers occurring after 1987, the maximum gift 
and estate tax rate is scheduled to decline to 
50 percent for taxable transfer over $2.5 
million. 

Reasons for Change 
It is inappropriate to permit revenue from 

existing taxes to be reduced at a time when 
additional revenues are needed to reduce 
the budget deficit. 

Explanation of Provision 
The scheduled decline in gift and estate 

tax rates is deferred for two years. The 
maximum rate declines to 50 percent for de
cedents dying, and gifts made, after Decem
ber 31, 1989. 

Effective Date 
The provision is effective for decedents 

dying, and gifts made, after December 31, 
1987. 

H. EXCISE TAXES 

1. Telephone Excise Tax: 3- Year Extension 
fsec. 4571 of the bill and sec. 4251 of the 
Code) 

Present Law 
A 3-percent excise tax is imposed on 

amounts paid for local telephone service, 
toll <long-distance> telephone service, and 
teletypewriter exchange service <Code sec. 
4251>. The tax is scheduled to expire after 
December 31, 1987. 

Exemptions from the tax are provided for 
communications service furnished to news 
services <except local telephone service to 
news services), international organizations, 
the American National Red Cross, service
men in combat zones, nonprofit hospitals 
and educational organizations, State and 
local governments, and for toll telephone 
service paid by a common carrier, telephone 
or telegraph company, or radio broadcasting 
company in the conduct of its business. Ex
emptions are also provided for installation 
charges, certain coin-operated service, and 
private communications systems <e.g., cer
tain dedicated lines leased to a single busi
ness user>. 

Reasons for Change 
It is inappropriate to permit existing taxes 

to expire at a time when additional revenues 
are needed to reduce the budget deficit. 
Therefore, it is felt that a 3-year extension 
of the telephone excise tax is appropriate in 
view of the existing budgetary deficit situa
tion. 

Explanation of Provision 
The amendment extends the current 3-

Effective Date percent telephone excise tax for 3 years, 
These provisions apply to plan years be- through December 31, 1990. 

ginning after December 31, 1987. Effective Date 
6. Multiemployer Plans The provision is effective for telephone 

The provisions described in 2 through 5, bills rendered after December 31, 1987, and 
above, do not apply to multiemployer plans. before January 1, 1991." 
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2. Collect Diesel Fuel and Special Motor 

Fuels Taxes on Sales to Retailer (sec. 4572 
of the bill and sec. 4041, 4101, 6421, and 
6427 of the Code) 

Present Law 
The diesel fuel and special motor fuels 

excise taxes generally are imposed on the 
sale of the taxable fuel by a retail dealer to 
the ultimate consumer of the fuel. Under an 
exception, retail dealers may elect to have 
wholesale distributors collect and pay the 
diesel fuel tax when the fuel is sold to the 
retailer. 

Reasons for Change 
Imposition of the tax at the retail level 

has fostered inefficient collection proce
dures and encouraged tax avoidance 
schemes because there are many tax collec
tors at the end of a long · marketing chain. 
Imposing these taxes at an earlier stage in 
the marketing of these fuels would reduce 
opportunities for evading payment of the 
fuels taxes. Collection of excise taxes at the 
point in the distribution chain with a small
er number of taxpayers provides for more 
efficient administration of the tax since 
there are fewer taxapayers for the Internal 
Revenue Service to monitor. Furthermore, 
collecting these excise taxes at a uniform 
marketing level eliminates any special ad
vantage for a single industry segment, e.g., 
integrated operations versus independent 
wholesale dealers. 

Explanation of Provision 
The excise taxes on diesel and special 

motor fuels and nongasoline aviation fuels 
are imposed on sales by importers and pro
ducers; wholesale distributors may elect to 
be treated as producers, if they satisfy regis
tration and bonding requirements to be es
tablished by Treasury. 

The provisions of present law permitting 
tax-free sales for certain exempt purposes 
are repealed. Instead, taxpayers who pur
chase such fuels for nontaxable uses may 
claim refunds or credit the amount of tax 
they paid against their income tax liability. 
In addition, Treasury is authorized to re
quire such information reporting and regis
tration that is necesSa.ry to prevent evasion 
of the tax. 

Effective Date 
The provision is effective on January 1, 

1988. 
3. Extension of Termination Date for Coal 

Excise Tax Rate fsec. 4573 of the bill and 
sec. 4121 of the Code) 

Present Law 
A manufacturer's excise tax is imposed on 

the sale or use of domestically mined coal 
by the producer <Code sec. 4121>. Under the 
Consolidated Omnibus Budget Reconcilia
tion Act of 1985 <COBRA), the rate of tax 
was increase, effective April 1, 1986, to $1.10 
per ton of coal from underground mines, 
and 55 cents per ton of coal from surface 
mines, but not to exceed 4.4 percent of the 
sales price. 

Amounts equal to the revenues collected 
from the coal excise tax are appropriated 
automatically to the Black Lung Disability 
Trust Fund. The Trust Fund pays certain 
black lung disability benefits to coal miners 
<or their survivors> who have been disabled 
by black lung disease in cases where no coal 
mine operator is found specifically responsi
ble for the individual miner's disease. 

Under present law, the tax rate is sched
uled to revert to 50 cents on underground 
coal and 25 cents on surface coal <but not to 
exceed two percent of price> on the earlier 
of January 1, 1996 or the first January 1 as 

of which there is Cl) no balance of repay
able advances from the general fund to the 
Trust Fund, and <2> no unpaid interest on 
such advances. 

Reasons for Change 
It was concluded that the termination 

date for the coal excise tax rate presently in 
effect should be extended in order to pro
vide for the long-term solvency of the Black 
Lung Trust Fund. As of the beginning of 
fiscal year 1987, the Trust Fund deficit <i.e., 
the amount of advances repayable to the 
general fund> was $2.9 billion. 

Explanation of Provision 
The termination date for the coal excise 

tax rate enacted in COBRA is extended 
from January 1, 1996 to the earlier of Cl> 
January 1, 2014 or <2> the date the Trust 
Fund achieves solvency <as defined under 
the present-law termination provision>. 

Effective Date 
The extension of the termination date for 

the present-law coal excise tax rate is effec
tive from January 1, 1996 to January 1, 
2014, subject to the solvency provision de
scribed above. 

I. EMPLOYMENT TAXES 

1. Railroad Retirement Provisions (secs. 
4581-4584 of the bill and secs. 3201 and 
2331 of the Code) 

Present Law 
The Railroad Retirement Program con

sists of a tier I benefit structure which is 
generally equivalent in benefits and financ
ing to the Social Security program and a 
separately financed tier II benefit structure. 
Under present law, the tier II program is fi
nanced primarily by a payroll tax of 14.75 
percent for employers and 4.25 percent for 

. employees. This tax is applied to wages up 
to $32, 700 per year. <This wage base amount 
is increased annually by the increase in av
erage annual wages in the general econo
my.) 

Tier II benefits are includible in income 
for income tax purposes in the same manner 
as benefits received under a qualified pen
sion plan. However, the 1983 amendments to 
the Railroad Retirement Program appropri
ate from the general fund to the Railroad 
Retirement Account an amount equal to the 
increase in income tax liability that results 
from including tier II benefits in income. 
This appropriation to the Railroad Retire
ment Account is limited to an aggregate 
total of $877 million and applies only to 
benefits received prior to October 1, 1988. 

Reason for Change 
The 1983 amendments to the Railroad Re

tirement Program require an annual report 
on the solvency of the program. The 1987 
report includes an analysis by the chief ac
tuary of the program indicating that pro
gram is inadequately funded and recom
mending changes to address the situation. 
The chief actuary also recommends the es
tablishment of a board to study whether 
fundamental changes in method of paying 
for the program need to be considered by 
the Congress. 

Explanation of Provisions 
Increase in railroad retirement tax 

The provision increases the employer tier 
II tax by 1.35 percentage points to 16.1 per
cent. The employee rate is increased by 0.65 
percentage points to 4.9 percent. 

Commission on Railroad Retirement 
Reform 

The provision also establishes an eight
member Commission to study alternative 

methods of securing the long-range solvency 
of the Railroad Retirement Program. The 
President is to appoint four members, repre
senting railroad management, railroad 
labor, commuter railroads, and the general 
public. The President pro tempore of the 
Senate is to appoint two members repre
senting the general public after consulta
tion with the Chairman of the Senate Com
mittees on Finance and on Labor and 
Human Resources. The Speaker of the 
House of Representatives is to appoint two 
members representing the general public 
after consultation with the Chairmen of the 
Committees on Ways and Means and on 
Energy and Commerce. The Commission is 
to submit its findings to the Congress by Oc
tober 1, 1989. 

The provision also eliminates the $877-
million limit on the amount of general 
funds that are appropriated to the Railroad 
Retirement Account on the basis of income 
taxes on tier II benefits, and provides that 
such appropriations will be made for two ad
ditional years based on tier II benefits paid 
through September 30, 1990. 

Effective Date 
The tax rate increases are effective for 

wages paid after December 31, 1987. The 
other provisions are effective upon the date 
of enactment. 
2. FUTA Tax: Three-Year Extension of Re

payment Tax; Transfer of Funds into the 
Federal Unemployment Account fsecs. 
4585-4586 of the bill, sec. 3301 of the Code, 
and sec. 90 of the Social Security Act) 

Present Law 
The Federal Unemployment Tax Act 

<FUT A> generates revenues which are allo
cated among several accounts in the Federal 
Unemployment Trust Fund. Funds in the 
Employment Service Administration Ac
count are used to meet the Federal and 
State administrative costs of operating un
employment compensation programs and 
most of the cost of Employment Service op
erations. The Extended Unemployment 
Compensation Account <EUCA> is used to 
meet half the cost of extended unemploy
ment benefits <EB>, which are paid in times 
of unusually high unemployment. (The 
other half of EB costs are funded from 
State unemployment taxes.) The Federal 
Unemployment Account CFUA) is a reserve 
account from which States may borrow 
funds in the event the State unemployment 
account is temporarily unable to meet bene
fit liabilities. 

Each of these accounts in the Trust Fund 
has a statutory ceiling. When the ceiling is 
reached, excess funds are distributed among 
the account according to rules specified in 
Title IX of the Social Security Act. When 
all of these accounts reach their ceiling 
levels, any excess amounts would be distrib
uted to the State unemployment accounts 
in the Trust Fund. 

The gross Federal unemployment tax rate 
is 6.0 percent, plus a temporary 0.2-percent 
rate enacted in 1976. In general, employers 
qualify for a credit of 5.4 percentage points 
against this tax, leaving a net Federal tax of 
0.6 percent plus the temporary 0.2 percent. 
The tax is paid by employers on the first 
$7,000 of annual earnings of each employee. 
<In some States, the 5.4-percent credit is re
duced to recover outstanding State loans 
fromFUA.) 

The temporary 0.2-percent additional rate 
was added in order to repay borrowing of 
the Federal Unemployment Trust Fund 
from the general fund of the Treasury 
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during the mid 1970's. The outstanding in- fits more accurately, employers should be 
debtedness was repaid this year, and the ad- subject to tax on all tips which are credited 
ditional tax will terminate at the end of for benefit purposes. 
1987. Explanation of Provision 

Reasons for Change 
While the EUCA account has fully repaid 

the outstanding borrowing from the general 
fund of the Treasury, the experience of the 
1970's indicates that the Unemployment 
Fund may need to accumulate a higher level 
of reserves than provided under present law, 
in order to have reasonable assurance of 
weathering economic cycles without undue 
reliance on general fund borrowing. 

Explanation of Provisions 
The temporary 0.2-percent additional 

FUTA tax rate is to be continued for three 
additional years, through 1990. The statuto
ry ceilings on the EUCA and FUA accounts 
are increased in order to accommodate the 
additional revenue generated by extending 
the tax rate. The EUCA account ceiling is 
increased from 1/s of the amount of total 
annual wages to o/s of total annual wages. 
The FUA account ceiling is increased from 
1/s of total annual wages to% of total annual 
wages. 

Effective Date 
The provision is effective for wages paid 

during calendar years 1988 through 1990. 
3. FICA Tax Provisions 

a. Expand employer share of FICA tax to in
clude all cash tips (sec. 4587 of the bill and 
sec. 3121(q) of the Code) 

Present Law 
The FICA taxes imposed on the employee 

and the employer generally are equal. The 
employer is responsible for withholding the 
employee's share of the tax from the em
ployee's wages and remitting the tax, to
gether with the employer's share of the tax, 
to the Internal Revenue Service. 

Special rules apply to tips. For purposes of 
the employee FICA tax, all tips received by 
an employee are considered remuneration 
for services and are subject to the tax. The 
tips generally are deemed to be received at 
the time the employee files a written state
ment with the employer reporting the re
ceipt of the tips. Tips are subject to FICA 
taxes only in the case of employees who re
ceive at least $20 in cash tips in a month. 
Tips in a medium other than cash are not 
subject to FICA taxes. 

However, the full amount of tips received 
by an employee usually is not subject to the 
FICA tax imposed on the employer. For 
purposes of the employer's share of FICA 
taxes, the employee is deemed to receive 
wages only to the extent of the excess of 
the Federal minimum wage rate over the 
actual wage rate paid by the employer. Any 
tips received in excess of the difference be
tween the wages paid and the minimum 
wage are not subject to the employer's por
tion of the tax. 

Reasons for Change 
Under present law, an employee is re

quired to pay FICA taxes on the total 
amount of his or her cash tips up to the 
Social Security wage base. The employer, 
however, is required to pay FICA taxes only 
on a portion of the tips. Because Social Se
curity benefits are determined with respect 
to the entire amount of tips, current law in 
effect provides a benefit to employers whose 
employees receive part of their compensa
tion in the form of tips, as compared to 
other employees who receive all their com
pensation as salaries. It is believed that to 
apportion the costs of Social Security bene-

Under this provision, all cash tips which 
are subject to the employee FICA tax are 
included within the definition of wages for 
purposes of the employer's share of FICA 
taxes. Thus, employers must pay FICA 
taxes on the total amount of cash tips and 
other remuneration, up to the Social Securi
ty wage base. 

Effective Date 
This provision is effective for remunera

tion received on or after January 1, 1988. 
b. Extend FICA tax to include inactive duty 

earnings of military reservists and certain 
other earnings (secs. 4588, 4589, 4591, and 
4592 of the bill and secs. 209 and 210 of the 
Social Security Act) 

Present Law 
Under present law, certain forms of earn

ings paid to employees are exempt from 
FICA taxes. These earnings include the fol
lowing: 

Armed Forces reservists.-Approximately 
1.4 million Armed Forces reservists do not 
receive credit for Social Security benefits 
and are not subject to Social Security 
<FICA> taxes for inactive duty earnings paid 
for "inactive duty training." Earnings from 
fulltime active duty or from "active duty for 
training" <training sessions lasting several 
weeks) constitute covered · employment 
under current law. 

Agricultural workers.-Cash renumeration 
paid to an employee in any taxable year for 
agricultural labor is excluded from the defi
nition of wages unless the employee receives 
more than $150 during the year for such 
labor or the employee works for the employ
er more than 20 days during the year and is 
paid on a time basis. 

Individuals aged 18-21.-Services per
formed by individuals under age 21 who are 
employed by their parents, even if employed 
in the parent's trade or business, do not con
stitute covered employment under present 
law. 

Spouses.-Services performed by an indi
vidual in the employ of a spouse do not con
stitute covered employment. 

Reasons for Change 
It is believed that the wages of the par

ticular groups of employees described above 
should receive the same treatment generally 
accorded other wages for FICA tax pur
poses. These provisions also ensure that 
these individuals receive Social Security cov
erage <including disability and survivor ben
efits). 

Explanation of Provision 
The amendment extends credit toward 

Social Security benefits, and imposed FICA 
taxes, with respect to services performed by 
reservists in "inactive duty training"; to 
services performed by individuals aged 19-21 
working for their parents in a trade or busi
ness; and to services performed by an indi
vidual in the employ of his or her spouse's 
trade or business. 

The amendment also requires, with re
spect to agricultural labor, that: (1) any re
muneration for agricultural labor paid by an 
employer to an employee constitues wages 
for FICA purposes if the employer pays 
more than $2,500 to all employees for such 
labor during the taxable year; (2) the $150 
annual cash pay test is to be applied if the 
$2,500 annual payroll test is not met; and (3) 
the 20-day test be eliminated. 

Effective Date 
These provisions are effective January 1, 

1988. 
c. Treatment of group-term life insurance as 

wages under FICA (sec. 4590 of the bill and 
sec. 209 of the Social Security Act) 

Present Law 
The cost of group-term life insurance pro

vided by an employer to an employee is ex
cluded from the definition of wages for pur
poses of the FICA tax. For income tax pur
poses, the cost of employer-provided group
term life insurance is includible in an em
ployee's gross income to the extent that the 
coverage exceeds $50,000. Additionally, the 
total amount of employer-provided group
term life insurance is included in an em
loyee's gross income to the extent that the 
coverage is provided on a discriminatory 
basis (sec. 89). 

Reasons for Change 
It is believed that the FICA tax treatment 

of group term life insurance provided by an 
employer for an employee should be con
formed to the treatment of such benefit for 
income tax purposes. 

Explanation of Provision 
The provision treats the cost of employer

provided group-term life insurance as wages 
for FICA tax purposes to the extent such 
cost is includible in gross income for income 
tax purposes. 

Effective Date 
The provision is effective January 1, 1988. 

J. USER FEES 

1. Internal Revenue Service Fees (sec. 4595 
of the bill) 

Present Law 
The Internal Revenue Service <IRS> cur

rently provides written responses to ques
tions of individuals, corporations, and orga
nizations relating to their tax status or the 
effects of particular transactions for tax 
purposes. The IRS responds to these inquir
ies through the issuance of letter rulings, 
determination letters, and opinion letters. 

A letter ruling is a written statement 
issued by the National Office of the IRS 
that interprets and applies the tax law to a 
specific set of facts. A letter ruling generally 
is followed by the IRS on audit in determin
ing the tax liability of the recipient of the 
ruling. 

A determination letter is a written state
ment issued by a district director of the IRS 
that applies principles previously an
nounced by the National Office of the IRS 
to a specific set of facts. A determination 
letter generally is issued in the same circum
stances as a letter ruling and is followed by 
the IRS on audit in determining the tax li
ability of the recipient of the letter. Most 
determination letters involve the qualifica
tion of retirement plans and the status of 
organizations seeking exemption from tax. 

An opinion letter is a written statement 
issued by the National Office of the IRS 
that addresses the acceptability of the form 
of a master or prototype pension plan and 
any related trust or custodial account. 

The IRS currently does not charge tax
payers for issuing letter rulings, determina
tion letters, or opinion letters. 

Reasons for Change 
It is believed that, as the Administration 

has proposed in the last several budgets, the 
relatively small number of persons that re
quest letter rulings, determination letters, 
and opinion letters should pay for the bene
fits of these services. It is also believed that 
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the provision should not be made perma
nent at this time so that the Congress may 
examine the impact of the provision on tax
payer compliance. 

Explanation of Provision 
The amendment requires the IRS to 

charge a fee for each request for a letter 
ruling, determination letter, opinion letter, 
or other similar ruling or determination. 
The amount of the fee is to vary based on 
the type of request, as follows: 
Category: 

Employee plan ruling and opinion .. 
Exempt organization ruling ............ . 
Employee plan determination ........ . 
Exempt organization determina-

Fee 
$400 

320 
250 

tion.................................................... 200 
Chief counsel ruling .......................... 200 
The IRS is authorized to vary the amount 

of the fee charged for subcategories of re
quests based on the average time for <and 
the difficulty of> complying with requests in 
the subcategories. In addition, the IRS is 
authorized to provide exemptions and re
duced fees. The IRS may vary the amount 
of the fee or provide exemptions or reduced 
fees only if the average fee charged during a 
fiscal year for requests in any category is 
not less than the fee listed above for that 
category. 

The amount of the fee is payable in ad
vance and is refundable only if the IRS re
fuses to respond to the request. The fee is 
not refundable if the person making the re
quest withdraws the request prior to the is
suance of the ruling or determination. 

Effective Date 
The provision applies to requests filed on 

or after the first day of the second calendar 
month that begins after the date of enact
ment. The provision does not apply to re
quests filed after September 30, 1990. 
2. Extensions and Increases in Certain Alco

hol. Tobacco, and Firearms Occupational 
Taxes (sec. 4596 of the bill and secs. 5091, 
5111, 5121, 5131, 5271, 5801, and 5845 of 
the Code) 

Present Law 
Occupational taxes are imposed on numer

ous business activities involving the produc
don and marketing of alcohol, tobacco, and 
firearms products. Brewers currently pay 
$110 per year for each brewery operated by 
them, except any brewer of fewer than 500 
barrels a year pays $55 per year (sec. 5091>. 
Manufacturers and importers of National 
Firearms Act CNFA) firearms pay a $500 per 
year occupational tax for each place of busi
ness, except a person who manufacturers or 
imports only weapons classified as "any 
other weapon" under section 5845< e) pays a 
tax of $25 per year <sec. 5801). No occupa
tional taxes are imposed on distillers, winer
ies, or tobacco manufacturers. 

Dealers in NFA firearms generally are 
subject to an annual occupational tax of 
$200 per place of business; dealers who deal 
only in weapons classified as "any other 
weapon" under section 5845(e) are subject 
to an annual tax of $10 per place of business 
<sec. 5801). 

An annual $255 per place of business occu
pational tax is imposed on wholesale liquor 
dealers: an annual $123 tax is imposed on 
wholesale beer dealers <sec. 5111). 

An annual occupational tax of $54 per 
place of business in imposed on retail liquor 
dealers; the tax is $24 per place of business 
for retail beer dealers (sec. 5121>. A special 
tax of $4.50 per month in which sales are 
made is imposed on "limited retail dealers" 
in distilled spirits; the tax is $2.20 per 

month for limited retail dealers in beer and 
wine only <sec. 5121). 

Persons permitted to use distilled spirits 
without payment of tax, or who deal in or 
use specially denatured distilled spirits, 
must obtain permits under present law, but 
no occupational tax is imposed on these per
sons with respect to this activity <sec. 5271>. 

Present law permits drawbacks <refunds) 
of the distilled spirits tax in certain cases. 
Persons receiving drawbacks of this tax for 
distilled spirits to be used for nonbeverage 
purposes are subject to an occupational tax 
based on the amount of alcohol used. The 
tax ranges from $25 per year <drawbacks 
not exceeding 25 proof gallons) to $100 per 
year <drawbacks exceeding 50 proof gallons> 
<sec. 5131>. 

Reasons for Change 
The Bureau of Alcohol, Tobacco, and Fire

arms <BA TF> incurs significant expenses in 
regulating the three industries over which it 
has jurisdiction. The President proposed in 
his budget that the direct beneficiaries of 
these regulatory provisions pay a greater 
share of the costs incurred by BATF. 

The amendment generally concurs with 
the President's proposal. It was determined 
that the appropriate way to accomplish the 
proposal was to increase the present occupa
tional taxes, which generally have not been 
increased since the early 1950s, and to 
impose those taxes more uniformly across 
the businesses affected. 

Explanation of Provisions 
The present producer /manufacturer occu

pational taxes are increased to annual 
amounts of $1,000 per place of business for 
producers of all taxable alcoholic beverages 
<distilled spirits, wine, and beer>. manufac
turers of all taxable tobacco products, and 
for firearms producers. A special rate of 
$500 per year applies to businesses having 
gross receipts of less than $500,000 in the 
preceding taxable year. For purposes of this 
special rate, all members of a controlled 
group of corporations <substituting 50 per
cent for the general 80 percent test of con
trol) are treated as one business. 

The present firearms dealer occupational 
tax is increased to $500 per year per place of 
business. 

The present alcoholic beverage wholesale 
dealer occupational taxes are combined and 
imposed at an increased rate of $500 per 
year per place of business. 

The present alcoholic beverage retail 
dealer occupational taxes are combined and 
imposed at an increased rate of $250 per 
year per place of business. The present oc
cupational taxes on limited retail dealers 
are repealed. The retail dealer occupational 
tax further is extended to all persons re
quired to acquire permits for tax-free use of 
distilled spirits under section 5271. 

The three occupational tax rate for per
sons receiving drawbacks of the distilled 
spirits tax for spirits used in nonbeverage 
products are combined and increased to 
$500 per year per place of business. 

Effective Date 
These provisions are effective on January 

1, 1988. 
As under present law, the occupational 

taxes generally will continue to be paid for a 
period of 12 months, covering the period 
July 1-June 30. Thus, subject to special 
rules for the period January 1-June 30, 
1988, all persons subject to tax under the 
provisions of the bill are liable for the entire 
annual tax on July 1, 1988. 

For the period January 1-July 1, 1988, a 
series of special rules will apply. Persons ini-

tially subject to tax as a result of the provi
sions are liable for a tax equal to one-half of 
the otherwise applicable annual rate on 
January 1, 1988. 

In the case of persons who paid an occu
pational tax during calendar 1987, for which 
no further tax is due until July l, 1988, 
under present law, a tax is due on January 
1, 1988, in an amount equal to one-half of 
the excess of the new tax rate for the occu
pation involved over the present-law rate. 

3. Customs User Fees (sec. 4597 of the bill) 

Present law 
As enacted in the Omnibus Budget Recon

ciliation Act of 1986, an ad valorem user fee 
is applied to all formal entries of merchan
dise imported for consumption in the 
amount of 0.22 percent during fiscal year 
1987, dropping to the lesser of 0.17 percent 
or the rate which will provide revenue equal 
to the appropriated level of customs' com
mercial operations in fiscal year 1988, and 
expiring September 30, 1989. The fee does 
not apply to articles classifiable in schedule 
8 of the Tariff Schedules <including prod
ucts containing U.S. components which are 
classifiable in item 807 .00 of the Schedules 
and U.S. articles returning to the United 
States after having been processed abroad 
which are classifiable in item 806.30). 

Reasons for Change 
The customs user fees provisions are 

amended in response to concerns expressed 
by the Administration and the trading com
munity based on experience with the users 
fees over the past year. 

The Administration's budget proposal 
would have extended the customs users fees 
indefinitely and modified the schedule 8 ex
emption insofar as it applies to imported ar
ticles containing U.S. components. Although 
it is intended to adopt the Administration's 
recommendation with respect to the sched
ule 8 exemption, the program is extended 
for one additional year, to September 30, 
1989, rather than extending it indefinitely. 
It is also intended that the amendment 
relate to a number of concerns about the 
way the program has been administered 
thus far which the Senate would like to see 
addressed satisfactorily before it will consid
er making this program permanent. 

It is further intended that the amend
ment relate to particular concerns that the 
fundamental purpose of the program of pro
viding adequate funding for the commercial 
operations of the Customs Service is not 
being met. During the first year of the pro
gram, the Office of Management and 
Budget did not allow any of the proceeds of 
the customs users fees account to be spent 
for the commerical operations of the Cus
toms Service. Further, the Administration's 
budget proposal for the Customs Service for 
fiscal year 1988 once again called for a dras
tic reduction of 2,000 customs officers. Such 
cuts should not be necessary if the customs 
users fees program is being properly imple
mented. 

The intention also is that the amendment 
modify current law dealing with the dispo
sion of user fees and the manner of their 
application to fund Customs' commerical 
operations. This modification is designed to 
clarify current law in order to obviate ad
ministrative problems which have arisen 
from OMB's interpretation of current law. 
Under its interpretation, OMB has seen fit 
to maintain two user fees accounts, one for 
passenger and conveyance fees and another 
for the commerical operations fee on im
ports. Because certain legal requirements, 
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such as the procedure for recommending an 
increase or decrease in user fees, are trig
gered by the user fee account balance in re
lation to expenditures, it is believed that ad
ministration and oversight will be simplified 
if only a single Customs User Fees Account 
is established. All users fees are required to 
be deposited in a single Customs User Fees 
Account. Current law is to be further clari
fied by reiterating that funds deposited in 
the Customs User Fees Account be em
ployed, to the extent provided in appropria
tions acts, to reimburse all costs of the Cus
toms Service for commerical operations. Fi
nally, the intention is to include provisions 
designed to ensure that operators of foreign 
trade zones and customs bonded warehouses 
would no longer be, in effect, assessed twice 
for customs transactions occurring at such 
facilities. 

Explanation of Provision 
The amendment changes these user fees 

provisions. First, the expiration date for the 
fees would be extended for one additional 
year, until September 30, 1990. Second, in 
order to avoid placing a double burden on 
operators of foreign trade zones and cus
toms bonded warehouses, a provision has 
been added precluding the Customs Service 
from assessing an annual fee on such opera
tors in addition to the per-entry fee that is 
now applicable to merchandise withdrawals 
from such facilities. 

Third, the amendment changes provisions 
of present law that permit° inporters to 
avoid the application of the users fees en
tirely if any portion of the imported article 
is of U.S. origin and eligible. for duty-free 
treatment under items 806.30 or 807 .00 of 
the Tariff Schedules. As amended, only the 
value of the U.S. components or materials 
which are eligible for duty-free treatment 
under such provisions would be exempt 
from the users fee. The value of the foreign 
components of the imported article would 
be subject to the fee. 

To ensure that no additional recordkeep
ing burdens are imposed upon the public as 
a result of this amendment, the following 
simplified accounting requirements applica
ble to duty-free articles entering, or eligible 
for entry, under items 806.30 and 807.00 of 
the Tariff Schedules of the United States 
CTSUS> should be implemented. These re
quirements would apply to all imports of: 
Cl> articles with U.S. content; <2> commin
gled merchandise consisting of articles with 
U.S. content and like or similar articles not 
containing U.S. content; and <3> articles ex
ported from the United States for process
ing abroad and returned to the United 
States for further processing. 

Importers may enter the articles on the 
basis of aggregate data derived from finan
cial and manufacturing reports used by the 
importer in the normal course of business. 
The data would be calculated according to 
generally accepted accounting principles so 
as to establish the following for a one-year 
period: Cl> the total value of all articles im
ported, based on U.S. customs principles of 
valuation; <2> for item 807.00 articles, the 
U.S. content portion of the value cited in 
item 1 value represented by processing 
abroad; and <3> for item 806.30 articles, the 
portion of the item 1 value represented by 
processing abroad. In this context, the valu
ation of all imports during an import year 
would be based on data from the prior 
import year and applied across-the-board to 
such imports, thereby eliminating discrete 
calculations with respect to articles, individ
ual components contained within such arti
cles, and individual entries. Accordingly, 

1986 data would apply to 1987 imports, 1987 
data to 1988 imports, and so on. It is intend
ed that the term "import year" be defined 
as either a calendar year or some other 12-
month cycle, depending on the accounting 
cycle utilized by the importer. 

Upon termination of operations by an im
porter, a "catch-up" adjustment reflecting 
actual percentages from the year prior to 
the termination would be required to ensure 
that the importer has paid the appropriate 
amount of user fee. With the exception of 
this adjustment, or unless required by a 
Customs audit, no other adjustment or rec
onciliation in connection with user fee pay
ments shall be required of the importer. 

Fourth, the amendment adds clarifying 
language regarding the customs user fees. 
In the Budget Reconciliation Act of 1986, 
Congress required that the fees were to be 
placed in a dedicated account for expendi
tures for commercial operations of the Cus
toms Service. The new language specifies 
that the fees are to be treated as receipts 
offsetting expenditures of salaries and ex
penses for commercial operations. The pur
pose is to make clear that it is inappropriate 
to treat the fees as revenues, as the Admin
istration has done. In addition, the section 
clarifies that the user fees on passengers 
and conveyances are to be deposited in the 
same dedicated account as the ad valorem 
fees and, to the extent they are not needed 
to reimburse the Customs Service for ex
penses incurred in providing overtime in
spectional services, they are to be used as re
ceipts offsetting commercal operations ex
penditures. 

K. COLLECTION OF NONTAX DEBTS OWED TO 
FEDERAL AGENCIES 

3-Year Extension (sec. 4601 of the bill, sec. 
6402 of the Code, and sec. 3702A of title 31, 
United States Code) 

Present Law 
Certain Federal agencies are authorized to 

notify the IRS that a person owes a past 
due, legally enforceable debt to the agency. 
The IRS then must reduce the amount of 
any tax refund due the person by the 
amount of the debt and pay that amount to 
the agency. This program expires after De
cember 31, 1987. 

Before a refund can be offset under this 
program, the agency which is owed a debt 
must certify to the Treasury that the debtor 
has been notified about the proposed offset 
and has been given at least 60 days to 
present evidence that all or part of the debt 
is not past due or not legally enforceable. If 
a refund otherwise due an individual is sub
ject to offset both under this provision and 
because of AFDC past-due support, the 
offset for AFDC past-due support is imple
mented first. 

Under IRS regulations, the program only 
affects refunds due individuals, not corpora
tions. 

Reasons for Change 
A 3-year extension of the debt collection 

provisions is believed to be appropriate so 
that the Federal Government can use every 
means available to collect debts owed to 
Federal agencies that the agencies have 
been unable to collect themselves. It is not 
believed to be appropriate to permit existing 
debt collection provisions to expire at a time 
when additional revenues are needed to 
reduce the budget deficit. Moreover, ex
panding the debt collection program to 
apply to debts owed to all Federal agencies 
by individuals or corporations should en
hance the effectiveness of the program. 

Concern was also expressed, however, 
about the possible negative effect of this 
program on voluntary tax compliance. 
Therefore, the provision is extended for 3_ 
years, which would provide the Congress 
with an additional opportunity to assess the 
effect of the program on voluntary tax com
pliance. Also, GAO is required to report on 
the impact of this program on voluntary tax 
compliance. This report will be an impor
tant element in assessing the effectiveness 
of the program. 

Explanation of Provision 
The amendment extends for 3 years the 

tax refund offset program. In addition, the 
amendment expands the scope of the pro
gram in two ways. First it applies to debts 
owed to all <not just selected) Federal agen
cies. Second, it applies to . debts owed by 
either individuals or corporations. 

Prior to the enactment of this amend
ment, some Federal agencies may take ac
tions to notify a debtor of a proposed offset 
and to certify to the Treasury that a debt is 
owed, as required by section 3720A of title 
31, United States Code. It is intended that 
these agency actions not be affected by the 
fact that they were taken before Congress 
enacted this 3-year extension of the Federal 
debt collection program. 

Prior to the expiration date of December 
31 1990, this provision should be evaluated 
to' determine the extent to which it facili
tates the collection of debts owed the Feder
al Government and increases the amount of 
debts collected, as well as to examine the ef
fects of this provision on voluntary taxpay
er compliance with the income tax law. 
Therefore, GAO, in consultation with the 
Secretary of the Treasury, is required to 
report to the Congress on the effects of this 
program on voluntary tax compliance. This 
report is to provide and analyze data on the 
effects of the program, such as whether tax
payers whose refunds are offset continue to 
file tax returns and whether those taxpay
ers adjust their withholding so as to create 
additional tax collection difficulties. 

Effective Date 
The provision is effective on January 1, 

1988, and expires after December 31, 1990. 
The report is due on April l, 1989. 

L. ESTATE TAX DEDUCTION FOR SALES TO AN 
ESOP 

(Secs. 4611-4613 of the bill, sec. 1172 of the 
Reform Act. and secs. 409 and 205 7 of the 
Code) 

Present Law 
In general 

The Tax Reform Act of 1986 <sec. 1172 of 
the Act and sec. 2057 of the Code> adopted a 
special provision allowing partial relief from 
estate taxes through, an estate tax deduc
tion for sales of employer securities to an 
employee stock ownership plan CF.SOP> or 
an eligible worker-owned cooperative. This 
provision was adopted for a temporary 
period of time to encourage transfers of em
ployer securities to ESOPs. The provision 
permits a deduction from the gross estate of 
a decedent equal to 50 percent of the pro
ceeds received from a qualified sale of em
ployer securities. Under the Act, a qualified 
sale is any sale of employer securities by the 
executor of an estate to an ESOP or an eli
gible worker-owned cooperative. 

IRS Notice 
IRS Notice 87-13 <January 5, 1987) provid

ed that the estate tax deduction for trans
fers to an ESOP or worker-owned coopera
tive is not available unless (1) the decedent 
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directly owned the employer securities im
mediately before death, and <2> after the 
sale, the employer securities are allocated to 
plan participants or are held for future allo
cation in connection with an exempt loan 
under section 4975 or in connection with a 
transfer of assets from a defined benefit 
plan under the rules of section 4980Cc>C3>. 
Except in the case of a bona fide business 
transaction, employer securities are not 
treated as allocated or held for future allo
cation to the extent that such securities are 
allocated or held for future allocation in 
substitution of other employer securities 
that had been allocated or held for future 
allocation. 

Reasons for Change 
In enacting the estate tax deduction, Con

gress intended that it would be utilized in a 
limited number of transactions with a rela
tively modest revenue loss. As drafted, the 
estate tax deduction was significantly 
broader than what was originally contem
plated by Congress in enacting the provi
sion. It is necessary to conform the statute 
to the original intent of Congress in order to 
prevent a significant revenue loss under the 
Tax Reform Act of 1986. 

While Congress intended to encourage 
transfers of employer securities to ESOPs 
by providing for partial elimination of 
estate tax liability, it was not intended that 
estates be able to eliminate all estate tax li
ability through use of the deduction or that 
the securities acquired in a transaction for 
which the deduction was claimed need not 
be allocated to plan participants. The provi
sion would not have been adopted in its 
present form had the full extent of the rev
enue impact and effect of the provision 
been recognized. 

It is now necessary to modify the provi
sion to bring the revenue loss in line with 
the original estimate and Congressional 
intent. The modifications contained in the 
amendment <which are essentially identical 
to modifications proposed in S. 591, intro
duced by Senator Bentsen> are designed to 
achieve this result while maintaining to the 
fullest extent possible the incentive to 
transfer employer securities to ESOPs. 

The primary thrust of the amendment is 
to conform the provision to the original 
intent of Congress in enacting the deduc
tion. In this respect, the amendment has 
two elements. 

First, the amendment makes clear that 
the positions taken by the Internal Revenue 
Service in Notice 87-13 with respect to the 
estate tax deduction are an accurate state
ment of Congressional intent in enacting 
the provision. If these clarifications are not 
made, taxpayers could qualify for the de
duction by engaging in essentially sham 
transactions. 

Second, the amendment·'makes additional 
changes in the deduction which more fully 
effectuate the intent of Congress to provide 
limited relief from the estate tax. These 
changes will give taxpayers and the Internal 
Revenue Service more administrable guid
ance as to the requirements that must be 
satisfied by the decedent and the ESOP and 
the consequences of failing to satisfy these 
requirements. 

Explanation of Provisions 
Confirmation of IRS Notice 

The amendment confirms the positions 
taken in IRS Notice 87-13. 

Tax-credit ESOPs 
The amendment clarifies that the estate 

tax deduction is available in the case of 

sales of employer securities to tax-credit 
ESOPs <sec. 409Ca)). 

Nonpublicly traded stock 
The amendment limits the deduction to 

sales of employer securities which are issued 
by a domestic corporation that has no stock 
outstanding that is readily tradable on an 
established securities market. 

Estate requirements 
Sale by executor.-As enacted, section 2057 

would have applied only with respect to 
sales by the executor of an estate. There are 
significant issues and potential inconsisten
cies created by this language. For example, 
it is common for individuals to structure 
their estates so that not all the assets are 
included in the probate estate and subject 
to the control of the executor. Assets may 
be in a revocable trust or other similar ar
rangement which is excluded from the pro
bate estate. In the case of assets held in 
trust, the statute could be interpreted to 
preclude the sale of such assets in a transac
tion qualifying for the estate tax deduction 
because the executor cannot sell the trust 
assets. 

Congress, in enacting the estate tax de
duction, did not intend to draw arbitrary 
distinctions among the types of assets in
cludible in the gross estate of a decedent de
pending upon whether the assets are within 
the control of the executor. 

The amendment clarifies that the provi
sion applies to sales of employer securities 
to the extent the securities are includible in 
the gross estate. Thus, assets held in trust 
are eligible for the estate tax deduction to 
the extent the employer securities held by 
the trust are listed as securities on the 
estate tax return. On the other hand, if a 
decedent owned a partnership interest, the 
value of the partnership interest is reported 
on the estate tax return and not the value 
of the underlying assets of the partnership. 
Consequently, under the provision, if the 
assets of a partnership consisted of employ
er securities, such securities may not be sold 
in a transaction qualifying for the estate tax 
deduction. 

Limitation on deduction.-In order to 
ensure that the provision results in only a 
partial elimination of estate tax liability, 
the amendment limits the amount of the de
duction allowable under section 2057 to 50 
percent of the taxable estate <determined 
without regard to sec. 2057>. Also, the 
amount of estate taxes imposed by section 
2001 <determined without regard to any 
credits allowable against the tax> may not 
be reduced by more than $750,000 by reason 
of the deduction. 

Holding period requirement-In order to 
prevent transfers in contemplation of death, 
the amendment imposes a holding period re
quirement for the decedent with respect to 
the employer securities to be sold to an 
ESOP. Thus, in order for the estate tax de
duction to be available, the securities are re
quired to be assets that would be includible 
in the gross estate of the decedent if the de
cedent died at any time during the shorter 
of <1> the 5-year period ending on the date 
of death, or <2> the period beginning on Oc
tober 22, 1986, and ending on the date of 
death. For purposes of determining whether 
the holding period requirement has been 
satisfied, securities which would be includ
ible in the gross estate of the spouse of the 
decedent if the spouse died during the hold
ing period are to be treated as securities in
cludible in the gross estate of the decedent 
during such period. In the case of the estate 
of a decedent who died before October 22, 

1986, the holding period requirement is sat
isfied if the decedent held the employer se
curities on the date of death. 

The period for which the decedent is con
sidered to have held the stock is reduced for 
any period for which the holding period is 
reduced under section 246(c)( 4) <relating to 
periods in which the risk of loss is dimin
ished>. 

Assets transferred from other plans.-The 
amendment provides that the estate tax de
duction does not apply to the extent that 
the employer securities are acquired with 
transferred assets. Transferred assets are 
assets of an ESOP which are attributable to 
assets held by another qualified plan main
tained by the employer <other than another 
ESOP> or assets attributable to a period of 
time when a plan was not an ESOP. Assets 
held by the ESOP on February 27, 1987, are 
not transferred assets, regardless of their 
source. The denial of the deduction extends 
to assets that are transferred directly from 
one plan to another <for example, pursuant 
to section 4980(c)(3)), assets which are 
rolled over from another plan, assets which 
result from a conversion of another plan 
into an ESOP, and assets which are merged 
into an ESOP from another plan <other 
than an ESOP>. The Secretary has the au
thority to except assets from this provision 
under appropriate circumstances. 

In order to prevent the employer from ac
quiring securities in a section 2057 transac
tion with the proceeds of a loan and then 
using transferred assets to make payments 
on the loan, the amendment imposes an 
excise tax if a loan payment is made with 
transferred assets. The tax is imposed on 
the employer maintaining the ESOP and is 
equal to 30 percent of the amount paid on 
the loan <including both principal and inter
est payments). This provision is not intend
ed to expand the permissible sources from 
which exempt loans can be repaid pursuant 
to section 4975. 

ESOP allocation requirements and 
substitution prohibition 

In generaL-The amendment modifies the 
allocation requirement and nonsubstitution 
requirement in present law <as reflected in 
the IRS Notice> in several respects. The 
modifications provide objective rules for de
termining when a prohibited substitution of 
employer securities occurs and also change 
the sanctions for failing to allocate the secu
rities acquired in the section 2057 transac
tion or acquiring securities in substitution 
for other employer securities. The new pro
visions are intended to ensure that plan par
ticipants receive the employer securities ac
quired in a section 2057 transaction <or the 
proceeds of a disposition thereof) and that 
the transaction results in an increase in em-
ployer securities in the plan. . 

Dispositions within 1 year preceding 
sale.-The amendment prohibits an ESOP 
from selling employer securities and using 
the proceeds to acquire substitute employer 
securities in a section 2057 transaction. Fur
ther, the amendment modifies this nonsub
stitution rule contained in present law <as 
reflected in the IRS Notice> to provide that 
the deduction is available with respect to 
proceeds from a sale to an ESOP only to the 
extent the proceeds are greater than the 
excess (if any) of (1) the proceeds from the 
disposition of employer securities during the 
1-year period preceding the sale, over <2> 
the cost of employer securities purchased by 
the plan during such 1-year period. In addi
tion, for purposes of the rule, all ESOPs of 
the employer are treated as a single plan. 
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In determining the proceeds of the plan 

from dispositions of employer securities, the 
following dispositions are not taken into ac
count: <l> distributions made on account of 
the death or disability of the employee, the 
retirement of the employee after the attain
ment of age 59%, or a separation from serv
ice of the employee which results in a 1-year 
break in service; <2> certain exchanges of 
qualified employer securities for other em:. 
ployer securities in a corporate reorganiza
tion; and (3) dispositions required to meet 
diversification requirements · <section 
40l<a><28». 

This provision can be illustrated by the 
following example: On July 1, 1988, execu
tor E sells employer securities to an ESOP. 
The proceeds of the sale are $150,000. 
During the 1-year period from July 2, 1987, 
through July l, 1988, the cost of employer 
securities acquired by the plan and all other 
ESO.Ps maintained by the employer <exclud
ing the purchase from executor E) is 
$350,000. The proceeds of the ESOP <and all 
other ESOPs maintained by the employer> 
from the disposition of employer securities 
during the same period <excluding any dis
positions excepted from the provision> is 
$400,000. The estate tax deduction is not 
available with respect to $50,000 of the pro
ceeds received by executor E and is available 
with respect to $100,000. 

Dispositions within 3 years following 
sale.-To preclude an ESOP from disposing 
of qualified securities within 3 years of the 
date of a sale qualifying for the estate tax 
deduction, an excise tax is imposed on the 
employer maintaining the ESOP. The tax is 
equal to 30 percent of the amount realized 
on the disposition. No penalty tax is im
posed on dispositions which are excepted 
from the provision prohibiting dispositions 
within the one-year period preceding the 
sale. The amendment contains ordering 
rules for determining which securities are 
considered disposed of in any dispostion. 

The 30-percent excise tax does not apply 
to dispositions of securities with respect to 
which the estate tax deduction is denied due 
to a failure to meet the nonsubstitution re
quirement. 

Failure to allocate.-The amendment im
poses an excise tax on the employer main
taining the ESOP in the event of a failure 
to allocate securities acquired in a section 
2057 transaction. The tax is equal to 30 per
cent of the amount realized on the disposi
tion of qualified employer securities before 
the securities are allocated to the accounts 
of plan participants if the proceeds from 
such disposition are not so allocated. This 
excise tax is coordinated with the tax on 
distributions within 3 years following the 
sale, so that this tax does not apply to dis
position to which the premature disposition 
tax applies. 

The tax applies in a number of situations 
to which the tax on premature dispositions 
does not apply. For example, the tax applies 
if the shares were disposed of after expira
tion of. the 3-year period in order to repay 
an exempt loan. 

Taken together with the 3-year rule, this 
provision requires that, within the 3-year 
holding period, employer securities are to be 
allocated to plan participants or held for al
location. After expiration of the 3-year 
holding period, the securities may be sold, 
but the entire proceeds of the sale <includ
ing any amounts owing on an exempt loan> 
are to be allocated to plan participants. 

The 30-percent excise tax does not apply 
to dispositions of securities with respect to 
which the estate tax deduction is denied due 

to a failure to meet the nonsubstitution re
quirement. 

Effective Dates 
Confirmation of IRS Notice 

Because this provision of the amendment 
accurately reflects Congressional intent in 
enacting the estate tax deduction, it is effec
tive as if included in the Tax Reform Act of 
1986. 

Tax-credit ESOPs 
This provision is effective as if included in 

the Tax Reform Act of 1986. 
Nonpublicly traded stock 

This provision is effective with respect to 
sales after February 27, 1987. 

Estate requirements 
Sale by executor.-This provision is effec

tive as if included in the Tax Reform Act of 
1986. 

Limitation on deduction.-This provision 
is effective with respect to sales of employer 
securities to an ESOP after February 27, 
1987. Sales on or before February 27, 1987, 
are not subject to the limitations in the pro
vision, but are taken into account in deter
mining whether the limitations are met 
with respect to post-effective date sales. 

Holding period requiremenL-This re
quirement is effective with respect to sales 
to an ESOP after February 27, 1987. 

Assets transferred from other plans.-This 
provision is effective with respect to sales to 
an ESOP after February 27, 1987, and, in 
the case of transfers used to make payments 
on a loan, transfers used after February 27, 
1987. 

ESOP allocation requirements and 
substitution prohibition 

Dispositions within 1 year preceding 
sale.-This provision is effective with re
spect to sales to an ESOP after February 27, 
1987. 

Dispositions within 3 years following 
sale.-This provision is effective with re
spect to dispositions of qualified securities 
by the ESOP after February 27, 1987. The 
30-percent excise tax does not apply to dis
positions of securities with respect to which 
the estate tax deduction is denied due to a 
failure to meet the nonsubstitution require
ment. 

Failure to allocate.-This provision is ef
fective with respect to failures to allocate 
employer securities occurring after Febru
ary 27, 1987. 

ESTIMATED BUDGET EFFECTS OF REVENUE PROVISIONS 
Provisions Approved by the Senate Finance Committee, Fiscal Years 1988-90 

[In millions of dollars) 

Item 1988 1989 1990 

I. REVENUE PROVISIONS 
A. Accounting Provisions: 

1,983 2,038 1. Repeal vacation pay reserve ....................... 396 
2. Repeal installment method for dealers ....... 2,043 2,964 2,143 

3. =elL1~r:.~i-~~~-- --~-~-- -~-- -~~-- 70 110 120 
4. Repeal cash method of accounting for 

38 farms with receipts over $25 million ......... 24 36 
B. Estimated Tax Provisions .................................... 1,580 779 371 
C. Corporate Tax Provisions: 

1. Modify computation of earnings and 
=s for intercorporate dividerids and 

adjustments (overrule Woods In-

:t:n~:":j .. ~.~---~~~~--~~-- 94 328 450 
2. Den_L11 of grad.uated rates for personal 

75 125 140 service corporations .................................... 
D. Partnership Provisions: Portfolio income ............. 77 127 170 
E. Child and Dependent Care Credit: Deny credit 

11 106 112 for overnight camp expenses ............................... 
F. Mod"lfy Pension Funding Rules 1 ... ... .... ...... ......••.• 679 1,502 992 
G. Estate and Gilt Taxes: 2 -year freeze of 1987 

21 176 165 rates ...... ....................... ........................................ 

ESTIMATED BUDGET EFFECTS OF REVENUE PROVISIONS
Continued 

Provisions Approved by the Senate Finance Committee, Fiscal Years 1988-90 

[In millions of dollars) 

Item 1988 1989 1990 

H. Excise Taxes: 
1. Telephone taX: 3-year extension ........... ...... 1,324 2,266 2,472 
2. Collect diesel fuel and special motor 

fuels taxes on sales to retailer ................... 208 230 200 
3. Extend termination date for coal excise 

tax .......................................................................... .... ... .......................... . 
I. Employment Taxes: 

1. Fir.A tax provisions: 
a. Expand employer share of FICA tax 

to include all cash tips ...................... 184 281 302 
b. and c. Expand FICA tax to inactive 

duty reservists, certain agricultural 
employees, family members, and 
Broup-term life insurance includible 
m wages ............................... ............. 200 261 278 

2. Railroad retirement taxes........................... 144 182 183 
3. FUTA lax: 3-year extension........................ 715 1,009 1,033 

J. ESOP Estate Tax Deduction ................................. 1,226 1,553 1,862 

Subtotal, Revenue Prcwisions ...................... 9,071 14,018 13,069 

II. USER FEES 
A. Internal Revenue Service Fees ............................. 46 60 60 
B. Extensions and Increases in Certain Alcohol, 

Tobacco, and Firearms Occupational Taxes .......... 167 106 106 
C. Customs Service Fee ........................................... 122 152 591 

Subtotal, User Fees ..................................... 335 318 757 

Ill. OUTLAY REDUCTION 
A. Debt Collection: 3-year extension ........................ 300 425 425 
B. PBGC Premiums Increase .................................... 390 510 540 

Subtotal, Outlay Reduction .......................... 690 935 965 

Grand Total, Deficit Reduction.................... 10,096 15,271 14,791 

1 Includes provisions to modify full-funding limitation and effects of Finance 
PBGC-related provisions to modify funding rules. 

Mr. BENTSEN. I thank my col
leagues and I thank the Chair. 

The PRESIDING OFFICER. Who 
yields time? 

Mr. CHILES. Mr. President, I again 
want to compliment the Senator from 
Texas for his very, very fine statement 
and for the work he has done in this 
regard. I think the tax package that is 
presented before us gives us an answer 
to what some of us have been saying 
for a long time, that there was a way 
to get some real revenue without doing 
something to change people's individ
ual tax rates, without doing something 
that would in any way stifle the econo
my or hurt the economy, and yet 
would give us some real revenue that 
would grow in the future years. 

Like the Senator from Texas and 
the Senator from Florida, no one likes 
to talk about taxes. A lot of people in 
my State keep asking me all the time, 
"Why in the world do you keep talking 
about taxes? Do you want to raise 
taxes?" I say "No, I do not want to 
raise taxes or talk about them." 

As the Senator from Texas said, the 
reason we have taxes to start with is 
to pay for what this Government has 
decided to spend. Our problem has 
been over the last years, and certainly 
since 1981, we have been willing to 
spend hundreds and thousands of mil
lions of dollars, and billions of dollars, 
more than we have been willing to pay 
for. 

That has given us a national debt 
that has tripled in the last 7 years, 
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roughly. It took us 100 years to incur 
the first trillion dollars of national 
debt and now we find we have raised 
the debt limit up until 1989 to $2.8 
trillion, which literally is a tripling of 
that national debt. Of course, with 
that comes that rising trade deficit, 
comes the tremendous obligations to 
maintain the debt service. We are 
saying that here is a measured step 
toward trying to say that we are going 
to balance, somewhat, or the equiva
lent. 

I read earlier that we are getting 
more than two spending dollar cuts for 
the dollars in the tax revenue cuts. 

I think the Senator from Texas and 
the Finance Committee have certainly 
designed that kind of balanced pack
age that is so proper and makes so 
much sense. 

I believe the public understands that 
there really is no free lunch, that 
eventually you are going to pay. I 
think they understand better than our 
leadership does, really, that the deficit 
is a tax on them. It is a tax that they 
are paying with that increased interest 
rate; it is a tax that they are paying on 
the jobs we are sending overseas; it is a 
tax that we will pay with inflation if 
we do not get it under control. That 
starts all of those if you incur the tax, 
where we, in many instances, lack the 
political will to say we have to favor 
this. 

I think the Senator from Texas 
knows that if we were ever on the 
basis that, before we can leave here 
every year, we had to pay for whatever 
we decided to spend, we would be very 
careful about what we decided to 
spend money on, that we would not 
start new programs if we had to start 
borrowing money, so to speak. I think 
he has hit the package that makes 
sense, as part of our agreement, and I 
again compliment him and thank him. 

Mr. BENTSEN. I thank the distin
guished Senator. 

Mr. DOMENIC! addressed the 
Chair. 

The PRESIDING OFFICER. The 
Senator from New Mexico. 

Mr. DOMENIC!. I know the distin
guished senior Senator from Texas is 
busy and he has completed his re
marks, but I wonder if I could just 
take a moment in his presence and 
compliment him and engage in a 
dialog. · 

First let me say I think the distin
guished Senator from Texas would 
agree with me that there are many 
who thought this economic summit 
group, which he and I were privileged 
to be designated by our membership to 
attend in their behalf, had some kind 
of magic wand; that we were no longer 
part of the process called the House of 
Representatives with all of their pre
rogatives and the Senate with its pre
rogatives. I am sure we now under
stand, and I hope everybody in the 
Senate understands, and maybe for-

eign countries understand, that we 
have no capacity to go off on the side, 
even with the President's representa
tives, outside of the Senate and the 
House and put together a legislative 
package and walk out and say it is 
done. We have still to work through 
the normal legislative process of get
ting the House of Representatives to 
pass what it must pass, the Senate to 
pass what it must pass, and that the 
final product must be consistent with 
what the President had in mind. We 
are in the process of doing that. 

Mr. BENTSEN. I say to my distin
guished friend, he is absolutely right. 
And how many times we repeated that 
in that conference. 

Mr. DOMENIC!. Absolutely. 
Mr. BENTSEN. And telling the ad

ministration there is no way we could 
commit that this was the final instru
ment; that we all had to go back to our 
committees, that we had to go back to 
this body, and that we had to follow 
the procedures of the Senate and the 
House. 

Mr. DOMENIC!. So that for those 
who are wondering where is the 
budget summit package going, let me 
just suggest it has to take a step at a 
time. Actually, it will not be completed 
until the President affixes his signa
ture to two major bills-this one, rec
onciliation, after it has gone to confer
ence and completed its process 
through both Houses, and the appro
priation bill for all of next year called 
the continuing resolution. This too 
will hopefully meet the targets set in 
this summit conference. When he has 
both of those bills and we have done 
our work and he signs them, we will 
have the $30 billion in the first year 
growing into $45 billion in the second. 

I think that we have to make that 
point, I say to my friend from Texas, 
because at each step we can only do 
what the Members with us trying to 
be leaders but with them having their 
strong conviction, will let us do. And I 
join the Senator in urging that we 
take this first step today and that we 
pass this leadership amendment as 
soon as we can, giving everyone their 
prerogatives and we get on with the 
next step, which is the full year appro
priations bill. The Senator still must 
go to conference on a tax bill, as I un
derstand it. Is that not right? 

Mr. BENTSEN. That is correct. I 
have been through a number of those 
and they are not easy. 

Mr. DOMENIC!. I want to close this 
dialog with the distinguished senior 
Senator from Texas by complimenting 
him for his leadership and the hard 
work of his committee. Frankly, they 
had more to do with the deficit reduc
tion, any way you look at it. In pure 
dollars and cents, they were the big
gest contributor to the deficit reduc
tion package. They come closest of 
any committee to doing their work in 
a way that was consistent with the 

summit in every respect, dollars and 
substance. As the Senator has indicat
ed, the administration says this is con
sistent with both the spirit and the 
substance of those day-after-day-after
day meetings at which the representa
tives of the administration were in at
tendance and we as Members of Con
gress were in attendance. I compli
ment the Senator. 

Mr. BENTSEN. We have quite an 
able membership on this committee 
and they really put their shoulders to 
that wheel and turned out the prod
uct. I am proud of them. 

Mr. DOMENIC!. Mr. President, I 
would like to just make a few observa
tions to the Members without being 
presumptuous and without wanting to 
limit it to my side. I hope Members 
who have amendments will come to 
the floor and begin to discuss their 
willingness to offer them. We have a 
little bit of a procedural situation in 
front of us because we are proceeding 
down one tree with a leadership 
amendment. If there are those who 
want to move to strike provisions of 
the underlying bill, we are willing to 
accommodate in order to get things 
going. So I would urge that those who 
have amendments to accommodate the 
Senate and this deficit reduction pack
age by getting down here and seeing if 
they cannot work out something 
where we can start calling up their 
amendments. 

Having said that, I have listened to 
the marvelous exchange this morning 
starting with Senator GRAMM, of 
Texas; Senator PACKWOOD, with a 
rather lengthy history of the summit 
conference and his explanation of the 
structural deficit of the United States 
of America, and ending here, just 
before I give these few remarks, with 
my good friend from Florida, and the 
distinguished chairman of the Finance 
Committee. 

Now, I have heard many things and 
I do not know that I disagree with all 
of them or any of them. I am not sure 
that there is an absolute direct rela
tionship between our trade deficit and 
our American governmental deficit. I 
have heard the trade deficit and the 
budget deficit are tied together rather 
inextricably. I think there is a rela
tionship in terms of a problem. Surely, 
you cannot have the kind of trade def
icit we have and the kind of fiscal defi
cit we have and expect continued good 
times. You have to reduce the fiscal 
deficit as you make a long-term effort 
to reduce the trade deficit. To solve 
both problems is to put the American 
economic future in jeopardy because 
you are putting the real economy and 
the worded debt financial problems 
under extreme pressure which will put 
way too much pressure on the curren
cy and ultimately back on monetary 
and fiscal policy. 
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The one thing we can agree on in es

sence is that we ought to be getting 
the fiscal deficit down. You cannot 
solve all economic problems at once. 
But it is clear that the trade and 
budget deficits cannot grow at the 
same time, and produce prosperity. 

Having said that, I want to thank 
Senator PACKWOOD for his analysis, 
but I want to draw a different conclu
sion than he did. I want to borrow 
from his remarks for a couple of min
utes and congratulate him. He has 
now looked at 15, 20, 30 years of Amer
ican fiscal policy. If I read him right, 
he concludes that, based on history, it 
is not the defense budget that is 
breaking the bank, so to speak. 

In relatively historic terms, defense 
is no higher than it was in John Ken
nedy's Presidency as a percent of our 
total prosperity. As a matter of fact, it 
is lower. And interestingly enough, the 
distinguished junior Senator from 
Oregon, who is not an appropriator, 
took a look at the discretionary appro
priated accounts-and he has defined 
those for us. He came to the same con
clusion as we and that we urged on the 
member8 of the summit conference. It 
is not the package of discretionary ac
counts which has been breaking the 
bank. As a matter of fact, that group 
of accounts is substantially lower rela
tive to the size of the whole budget 
than ii has been historically. In the 
last 8 years, these accounts grew in a 
couple of years by slightly more than 
inflation. But for the most part those 
entire accounts-our national efforts 
in education, in highways, in water 
and sewer cleanup programs, in EPA 
and the like-as a matter of fact, in 
real terms are going down, not up. 

So he arrived at the conclusion, 
third conclusion, that neither were the 
cumulative taxes on Americans so low 
as some might suggest. Just about the 
same level of taxation as we have had 
historically for the last 4 decades-19.5 
percent of our gross national product, 
and so he concluded as many have. 
subject to his definition, it is the enti
tlement programs that have grown 
rather dramatically in the past 2 % 
decades. 

Now. Mr. President, he then con
cluded, very interestingly, that a 
Gramm-Rudman sequester would not 
significantly alter the structural defi
cit problem. And he is right because 
all it will do is take a big chunk out of 
defense and a big chunk out of 20 per
cent of the domestic programs, all of 
which for the most part are discretion
ary accounts. So what you are doing 
under a Gramm-Rudman sequester. 
aside from its disorderliness, its lack of 
priorities, and its arcaneness, is the 
things we are already cutting and 
which are not really causing this 
major structural defeat. He concluded 
that. I did not. It is true. I suggest. if 
that is the case, if it is true why would 
we want a sequester. If there is an-

other package that accomplishes as an answer to none of ·those. It accom
much deficit reduction and does not plishes no more significant change in 
suffer from the impediments of an the structural deficit than we are 
across-the-board cut of the type we going to do. It is better on defense 
have been describing this morning than a sequester. It is better on domes
that is described as the Gramm- tic discretionary than a sequester, no 
Rudman-Hollings sequester. I do not more in taxes if you include users than 
think there is any reason unless one the President, and is 2 years in dura
has the hope that sometime between tion with binding targets in the second 
Christmas Eve and New Year's we will year, which is rather historic. And so I 
get called back in here and we will join with Senator BENTSEN from Texas 
pass a better package. And I use those in urging that we adopt it and get it on 
dates figuratively, Christmas and New over to the House and hope that in 
Year's, but I think everyone under- the next 7 or 8 days in a conference we 
stands. Where would we get that kind can come out with something that is 
of a package in the waning days of consistent with the summit and with 
this calendar year to do that, that our package. 
would satisfy the President, Demo- And then I now want to close and in
crats and Republicans in the House, dicate to any of those senators who 
and in the Senate? How would that would like to discuss discretionary ap
happen? propriated accounts, or the defense 

So I conclude that there is only one budget, for the last 2 or 3 years as con
other possible reason for being against tributors to the deficit, whether they 
this package. And I conclude that it are growing substantially or whether 
might have been the tax component. we realize those are the ones that we 
And, Mr. President, we have heard the 
distinguished chairman of the Finance ought to chop, because they are all out 
Committee indicate that the tax pack- of proportion. I would welcome a dis
age is acceptable to the President of cussion because I think I can convince 
the United States. and that it is both anyone that those are not the causes 
in spirit and substance consistent with for this deficit, and even at that, we 
the economic summit agreement. That are restraining them substantially 
might not be enough for some. so, let -over what they would have been either 
me give a second reason. in the budget we approved earlier in 

One could say they are worried the year or the natural tendencies of 
about taxing anyone for anything in the Congress in terms of the appro
these fiscal times because it might priations process. 
harm the economy. Or, they might say Again, from our side. not being pre
we would rather do what the Presi- sumptuous for the entire institution, I 
dent suggested in his budget some 8 or urge Republican Senators who have 
9 months ago and outspending more. amendments to get them down here, 
And I just want to say if that is a justi- see if we cannot work out some way to 
fication let me just give you a few start calling them up. and see if the 
numbers. I believe taxes are taxes with amendments to the leadership pack
an exception that you can tailor taxes age are preferable at this point so we 
to be adverse to the economy. So let us can get on with seeing whether this 
assume we are not talking about such leadership package is acceptable in the 
taxes. None of those are in my conver- not-too-distant future. 
sation. I yield the floor. 

The President had over $9 billion in Mr. BYRD. Mr. President, will the 
his budget in taxes. It just depends on distinguished Senator yield? I join the 
how you define taxes. In terms of real, distinguished Senator in urging that 
revenue increases in the Internal Rev- Senators call up their amendments. 
enue Code taxes. he had $6 billion. We provided for two such amendments 
Real taxes in the name of user fees in our motion, and I wonder if we 
where people, groups of Americans, could not encourage the introduction 
paid a tax for a service rendered by of those amendments at this time. I 
the Federal Government, brought it would like to add my appeal to that of 
up to over $9 billion. I really cannot the distinguished Senator. It is 11:30. 
imagine-unless one just thinks we are and we hope to finish this bill. We 
going to invent a new deficit reduction have the continuing resolution behind 
package out of the air in the next this one. And Senators are notified 
month that is better than this, or that that we will in all likelihood have a 
this tax package when combined with session Saturday and the measures 
the other savings is going to truly have to go to conference. They have to 
harm the economy-and I cannot un- be brought back, sent to the President, 
derstand why we would not adopt it. and he has to sign them. If we do not 

If there are those who want to come finish by Saturday week, then we are 
down and say they are going to vote into Christmas week. So it is chipping 
against it because of certain provisions off Monday, then there is only Tues
in the Tax Code. I would understand day, and that will chip off that. There 
that. Or if somebody thinks defense is is only Wednesday. And the next day 
too high. would like to cut it more, or is Christmas eve. 
too low and would like to add, I could So this is valuable time, Mr. Presi
understand that. But the sequester is dent. I hope Senators will come and 
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call up their amendments, and I hope 
the cloakrooms will try to get in touch 
with Senators and urge them to take 
advantage of this moment in which 
nobody is here. I do not see anybody 
vying for recognition .. It is a good time 
to call up their amendments. There 
will not be a better time. And there 
will come a time I suppose when we 
can yield back time on a bill. How 
much time remains on the bill? 

The PRESIDING OFFICER. Fif
teen hours fifty-three minutes. 

Mr. BYRD. And Senators in control 
of that time of course can yield it 
back, can they not, or as much thereof 
as they would wish? 

The PRESIDING OFFICER. The 
Senator is correct. 

Mr. BYRD. In other words, if 10 
hours were yielded back, it would leave 
how much time? 

The PRESIDING OFFICER. Five 
hours, fifty-three minutes. 

Mr. BYRD. I think it is possible to 
finish this bill tonight, although I 
have an engagement tonight. I am per
fectly willing to stay and work on it. 

So I do not see any takers. I will put 
in a quorum call. The quorum calls are 
being charged against those who ask 
for the quorum. 

The PRESIDING OFFICER. Pro
vided that the Senator who makes 
that request controls time. 

Mr. DOMENIC!. Mr. President, you 
indicated to the distinguished majori
ty leader how much time is left on the 
bill. Could you tell us how that is di
vided between the two sides? 

The PRESIDING OFFICER. The 
Senator from Florida controls 8 hours 
and 9 minutes, and the Senator from 
New Mexico 7 hours 42 minutes. 

Mr. DOMENIC!. Mr. President, I 
suggest the absence of a quorum and 
ask unanimous consent that it be 
charged equally. 

The PRESIDING OFFICER. With
out objection, it is so ordered. 

The clerk will call the roll. 
The legislative clerk proceeded to 

call the roll. 
Mr. BYRD. Mr. President, I ask 

unanimous consent that the order for 
the quorum call be rescinded. 

The PRESIDING OFFICER. With
out objection, it is so ordered. 

Mr. BYRD. Mr. President, I see on 
the Democratic Legislative Bulletin 20 
amendments. Perhaps Senators do not 
realize that this overall 20 hours that 
was available at the beginning, when 
we first began our action on this bill 
today, was all; that the time on the 
amendments, even though there are 2 
hours-one an amendment in the 
second degree and one a debatable 
motion-comes out of the 20. That 
time is not in addition to the 20 hours. 

So I hope they will understand that 
the leadership is not inclined to run 
out the 20 hours, if we can possibly get 
the work done in less time. 

It should also be understood that 
there is a nondebatable motion that 
can be voted on to cut the 20 hours 
down. That is not necessary if both 
sides agree to yield back their time. 

So, that time, the 20 hours-and now 
we only have something like 15 
hours-can rapidly dwindle if time is 
yielded back. 

Now, the leadership is not desirous 
of making it hard on Senators by 
yielding back time or trying to stop 
them or prevent them from calling up 
their amendments and having some 
time for debate. But time is marching 
on, the clock is not still; and with 20 
amendments on this side-I assume 
there are some on the other side of 
the aisle-it is obvious that Senators 
ought to be calling up their amend
ments. 

The managers are here, waiting; and 
after so long a time, if Senators do not 
call up their amendments, then I may 
move to go to third reading. That is a 
debatable motion. That is a motion I 
recall having been made only once 
since I have been working the leader
ship. I will just move to go to third 
reading. That is a debatable motion, 
and there will be 1 hour on that, but 
that will come out of the remaining 
overall time. 

I am not going to be in a great hurry 
to do that. I am not saying that our 
patience is running out. But, obvious
ly, if there are that many amendments 
around, if Senators intend to call them 
up, they ought to activate themselves 
and come over and take advantage of 
the opportunity. 

I especially hope that the amend
ments that were provided for in the 
waiver motion this morning can be 
called up relatively soon. 

Mr. President, I suggest the absence 
of a quorum. 

The PRESIDING OFFICER. The 
clerk will call the roll. 

The legislative clerk proceeded to 
call the roll. 

Mr. BYRD. Mr. President, I ask 
unanimous consent that the order for 
the quorum call be rescinded. 

The PRESIDING OFFICER. With
out objection, it is so ordered. 

Mr. BYRD. Mr. President, as I indi
cated a while ago, there are some 
amendments listed on both sides of 
the aisle. We put calls out on our side 
to see if Senators will get over and call 
up their amendments. 

We cannot get anyone to come over 
and call up amendments. 

I think there is a situation here in 
which some Senators are waiting on 
other Senators to go first and vice 
versa. 

As a consequence, we are just wast
ing good daylight here when we have a 
bill that has to go to conference, and 
the Senate ought to work its will on 
this amendment. Perhaps some of the 
amendments will not be called up, and 
I hope that is the case. 

Mr. President, I am going to suggest 
a quorum that is going to be live, but 
before I do that, the distinguished Re
publican leader and I have talked, and 
we both feel very much the responsi
bility of trying to advance the action 
on this bill. I think we have agreed 
that we will yield some of the time 
back now. At least that will indicate to 
Senators that we just cannot continue 
to wait and wait. 

May I ask once more how much time 
remains? 

The PRESIDING OFFICER. Fif
teen hours and 31 minutes. 

Mr. BYRD. Very well. 
If the distinguished Republican 

leader and I each yielded back 2 hours, 
or we could yield 21/z hours, that would 
leave 10 hours. 

Mr. President, I yield 21/z hours back 
from this side of the aisle. 

The PRESIDING OFFICER. The 
majority leader yields 21/z hours. 

Mr. DOLE. I yield 21/z hours. 
The PRESIDING OFFICER. The 

Republican leader yields 21/z hours. 
Time is so yielded. 
Mr. BYRD. Mr. President, how 

much time remains? 
The PRESIDING OFFICER. Now 

there are 10 hours and 31 minutes., 
Mr. BYRD. I thank the Chair. 
Mr. DOLE. Will the majority leader 

yield? 
Mr. BYRD. Yes. I yield the floor. 
Mr. DOLE. No; I just wanted to ask 

a question. I would say I think our col
leagues need to understand we are 
trying to accommodate them, not the 
leaders. We are trying to accommodate 
them. 

Mr. BYRD. Yes. 
Mr. DOLE. Because this bill does 

need to go to conference. 
I understand the distinguished Sena

tor from New Mexico has convinced 
some of our colleagues on this side to 
maybe not off er their amendments, at 
least they have indicated they would 
not. 

We now, as I understand it, have 
maybe three amendments on this side: 
An amendment by my colleague, Sena
tor KASSEBAUM; an amendment by the 
Senator from Alaska, Senator STE
VENS; and a perfecting amendment to 
the Kassebaum amendment, a substi
tute or perfecting amendment, by Sen
ator GRAMM. Is that correct? 

Mr. DOMENIC!. Mr. President, let 
me just say that that is correct with 
reference to our knowledge of amend
ments. 

There is one other accommodation 
that I have committed to out of our 
time and I want to make sure the dis
tinguished leader knows that, and that 
has to do with Senator DANFORTH from 
Missouri, who wants to make a motion 
to strike a provision in the underlying 
amendment. He can do that. He has 
an absolute right to do that. But I just 
wanted you to know that I have told 
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him we would have enough time for 
him to do that. 

He could probably do that before 
other amendments are offered, if we 
set aside the pending amendment. And 
if he came down here and asked, I 
assume we would be willing to accom
modate him. I cannot make that deci
sion without you and others on the 
floor, but I am going to call and ask if 
he would like to do that. It is on the 
underlying amendment, so we would 
have to set ours aside temporarily. To 
get something done, I will call him to 
see if he would choose to do that. 

Otherwise, I think we only have the 
three you mentioned. 

Mr. BYRD. The remaining time 
then would enable us to finish action 
on the bill by midnight tonight. Of 
course, I have to say that any time for 
rollcall votes are not charged against 
the remaining time; am I correct? 

The PRESIDING OFFICER <Mr. 
ADAMS). The Senator is correct. The 
time for roll calls is not charged 
against the time. 

Mr. BYRD. At least we have the end 
in sight, if we are willing to stay long 
enough. And I hope we will not have 
to do that. 

Mr. DOLE. In the event we might be 
able to complete action, say, at 10 or 
11 or at midnight tonight, then it 
would be the intention of the majority 
leader to move to the continuing reso
lution tomorrow? 

Mr. BYRD. Yes. 
Mr. DOLE. And if we do not com

plete it tomorrow, then it is safe to 
assume we would complete it on Satur
day? 

Mr. BYRD. I have informed Sena
tors on this side that we would, in all 
likelihood, have a Saturday session, 
unless we finish Senate action on 
these two measures beforehand, be
cause we have only next week. And we 
are working, as the Republican leader 
has said, in every Senator's interest 
here. 

Mr. DOLE. That is right. 
Mr. BYRD. Because after Saturday, 

we have 6 more days, including the 
next Saturday. And if these matters 
have not gone to conference, been 
agreed upon there, gone back to the 
two respective Houses, gone to the 
President, gotten his signature or at 
least his assurance that he will sign 
them, then our only alternative is to 
start chipping away on Monday of the 
following week, which is Christmas 
week. And none of us want to do that. 

Mr. DOLE. It would seem to me the 
die is pretty well cast, based on the 
one vote we have had, that most Mem
bers are going to stick with the leader
ship on this package. It may not be 
what everybody likes, but it is the best 
we have. I encourage all of our col
leagues, particularly those on this 
side, to accommodate the majority 
leader. We might even get lucky and 
finish this by 8 or 9 o'clock. 

Mr. BYRD. We could. We could 
yield back more time. If Senators are 
not going to call up their amendments, 
why we might as well just do it. 

Mr. DOLE. I am ready. I thank the 
majority leader. 

AMENDMENT NO. 1255 

<Purpose: To permit capitalization of cer
tain ground rents for mortgage revenue 
bond income targeting rules> 
Mr. INOUYE. Mr. President, I send 

an amendment to the desk and ask for 
its immediate consideration. 

The PRESIDING OFFICER. The 
amendment will be stated. 

The assistant legislative clerk read 
as follows: 

The Senator from Hawaii CMr. INOUYE] 
proposes an amendment numbered 1255. 

Mr. INOUYE. Mr. President, I ask 
unanimous consent that the reading of 
the amendment be dispensed with. 

The PRESIDING OFFICER. With
out objection, it is so ordered. 

The amendment is as follows: 
At the appropriate place in title IV of the 

amendment, insert the following new sec
tion: 
SEC. . AMENDMENT TO MORTGAGE BOND PUR· 

CHASE PRICE REGULATIONS. 
The Secretary of the Treasury or his dele

gate shall amend the regulations relating to 
mortgage bond purchase price require
ments, with respect to any lease with a re
maining term of at least 35 years and a spec
ified ground rent for at least the first 10 
years of such term, to provide for a capital
ized value of such lease equal to the present 
value of the current ground rent projected 
over the remaining term of the lease and 
discounted at 3 percent of such other dis
count rate as the Secretary establishes. If 
such amendment is not made before the 
date of the enactment of this Act, such reg
ulations shall be considered to include such 
amendment. 

Mr. INOUYE. Mr. President, the 
amendment which I am proposing 
today would increase the number of 
new home buyers eligible for low-cost 
Hula Mae mortgages for Hawaii under 
the provisions of the Mortgage Reve
nue Bond Program. 

The Hula Mae Program was de
signed for moderate income families 
who are purchasing their first home. 
The recent tax reform imposed a pur
chase price ceiling on homes financed 
by the Hula Mae Program and is based 
upon the average home sales in vari
ous geographical areas. However, 
leasehold properties are treated differ
ently. The Internal Revenue Service 
regulations require that lease rents be 
capitalized for the full term of the 
mortgage and its capitalized value be 
added to the purchase price when ap
plying the purchase price ceiling. 

Hawaii's real estate is different from 
the rest of the country. Many homes 
are built on leasehold land with resi
dents holding long-term leases. The 
rental payment is not fixed over the 
life of the lease, but, rather is renego
tiated, often before the expiration of 
the mortgage contract. The Service's 

regulations do not permit capitaliza
tion of rental payments when those 
payments are unknown. As a result, 
existing regulations preclude many 
Hawaii residents from participating in 
the Hula Mae Program. 

The Joint Committee on Tax scored 
this amendment as a de minimus reve
nue impact. 

Mr. President, I have been assured 
that this proposal is part of the so
called technical amendment bill which 
I have been assured will be introduced 
early next year and considered. Am I 
correct? 

Mr. DOLE. The Senator is correct. It 
is part of the technical corrections bill 
and will be, as I understand it, report
ed early next year by the Senate Fi
nance Committee or the House Ways 
and Means Committee. 

Mr. INOUYE. With that assurance, 
Mr. President, I ask that the amend
ment be withdrawn. 

The PRESIDING OFFICER. The 
Senator has that right and the amend
ment is withdrawn. 

AMENDMENT NO. 1256 

Mr. INOUYE. Mr. President, I send 
an amendment to the desk and ask for 
its immediate consideration. 

The PRESIDING OFFICER. The 
amendment will be stated. 

The assistant legislative clerk read 
as follows: 

The Senator from Hawaii CMr. INOUYE] 
proposes an amendment numbered 1256. 

Mr. INOUYE. Mr. President, I ask 
unanimous consent that reading of the 
amendment be dispensed with. 

The PRESIDING OFFICER. With
out objection, it is so ordered. 

The amendment is as follows: 
On page, line, insert the following: 

SEC. . EXEMPTIONS FROM HARBOR MAINTE-
NANCE TAX FOR CERTAIN PASSEN
GERS AND CARGO. 

(a) PASSENGERS TRANSPORTED BETWEEN 
POSSESSIONS, ETc.-Paragraph ( 1) of section 
4462(b) <relating to a special rule for Alaska, 
Hawaii, and possessions) is amended. 

(1) by inserting "or passengers" after 
"cargo" in subparagraph CD), and 

(2) by inserting at the end thereof the fol
lowing new sentence: For purposes of sub
paragraph CD), the loading and unloading of 
passengers shall not be included in such 
subparagraph if there is any loading or un
loading of such passengers outside the State 
or possession of such loading." 

(b) EFFECTIVE DATE.-The amendment 
made by this section shall take effect on the 
date of the enactment of this Act. 

On page, line, insert the following: 
SEC. . ADMENDMENTS RELATED TO HARBOR 

MAINTENANCE REVENUE ACT OF 1986. 
(a) CARGO TRANSPORTED BETWEEN POSSES

SIONS, ETc.-Subparagraph CB) of section 
4462(b)(l) is amended to read as follows: 

"(B) cargo loaded on a vessel in Alaska, 
Hawaii, or any possession of the United 
States for transportation to the United 
States mainland, Alaska, Hawaii, or such a 
possession for ultimate use or consumption 
in the United States mainland, Alaska, 
Hawaii, or such a possession,". 
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(b) DELAY IN DUE DATE FOR STUDY OF 

CARGO DIVERSIONS.-Section 1407 of the 
Harbor Maintenance Revenue Act of 1986 is 
amended by striking out "1 year from the 
date of the enactment of this Act" and in
serting in lieu thereof "July 1, 1988". 

(C) EFFECTIVE DATE.-The amendments 
made by this section shall take effect as if 
included in the provision of the Harbor 
Maintenance Revenue Act of 1986 to which 
it relates. 

Mr. INOUYE. Mr. President, the 
amendments which I am proposing 
today would correct two inequities in 
the Harbor Maintenance Revenue Act 
of 1986. The first, subjects cargo 
shipped between Hawaii and United 
States possessions in the Pacific to a 
harbor maintenance tax, and the 
second, subjects certain passenger 
ships to a harbor maintenance tax 
within the State. 

The act imposes a 0.04 percent tax 
on port use. The U.S. Customs Service 
is accorded the responsibility of col
lecting such tax on cargo. Mr. Presi
dent, the act exempts cargo loaded in 
Hawaii, Alaska or a United States pos
session for shipment to the United 
States mainland for the use or con
sumption on the mainland. Further, 
cargo loaded on the United States 
mainland for shipment to Hawaii, 
Alaska or a U.S. possession are also 
exempt. However, there is no exemp
tion for cargo shipped between Hawaii 
and U.S. possessions in the Pacific. 
These shipments are labeled exports 
and are taxed. I believe Congress in
tended to include an exemption be
cause cargo shipped from California to 
American Samoa is exempt, and ship
ments to and from Puerto Rico, which 
has U.S. port status, are· also exempt. 

Certain passenger ships such as 
island hops and those which sail 
around the Hawaiian island chain are 
also assessed a tax. These interisland 
ships serve as alternative transporta
tions for the residents of Hawaii. Not 
all of our tourist attractions and resi
dent recreations are accessible by car 
or bus. We have no train system to 
assist our residents and visitors. 
Therefore, Hawaii bears an unfair 
burden of this tax. 

Mr. President, I have been advised 
that these two proposals will be part 
of the technical corrections bill and 
will be considered early next year. Am 
I correct? 

Mr. DOLE. I would say to the distin
guished Senator from Hawaii that the 
Senator is correct. 

Mr. INOUYE. With that assurance, 
Mr. President, I wish to withdraw my 
amendment. 

The PRESIDING OFFICER. The 
Senator has the right to withdraw the 
amendment and the amendment is 
withdrawn. 

Mr. INOUYE. Thank you very 
much. 

Mr. DOLE. If the Senator would 
yield? I would say in reference to the 
one additional amendment we are 

trying to clear with the distinguished 
ranking member on the committee, 
Senator PACKWOOD, that is on nurse 
practitioners, and as soon as we can do 
that we will advise you. 

Mr. BYRD. Mr. President, the dis
tinguished Republican leader and I are 
hoping that Senators will come and 
call up their amendments. 

I believe that the distinguished Sen
ator from Iowa, Mr. HARKIN, has an 
amendment and he is coming now. I 
think, if the distinguished Republican 
leader would join me, we will just say 
that we are going to finish this bill 
today and we want to be as generous 
as we possibly can be with Senators in 
the yielding of time. But we only have 
10 hours remaining and, under the 
rule, the two leaders can yield as much 
of that time back as they feel com
pelled to. So we can say that by stay
ing in late, the bill will be finished 
today. So I would urge Senators to get 
their skates on, get over here, and call 
up their amendments. 

I yield the floor. 
Mr. HARKIN addressed the Chair. 
The PRESIDING OFFICER. The 

Senator from Iowa. 
Mr. HARKIN. Mr. President, before 

I off er an amendment, I want to make 
a parliamentary inquiry. As I under
stand it, on the off er of an amend
ment, there is a 1-hour time limit. Is 
that correct? 

The PRESIDING OFFICER. The 
Senator is correct. There is a 1-hour 
time limit on an amendment, equally 
divided. 

If there are two amendments, it 
would be 1 hour. In this case, there is 
an amendment to an amendment. 

Mr. HARKIN. And the time limit is 
1 hour. Therefore, as the offerer of 
the amendment, I would have a half
hour under my control? 

The PRESIDING OFFICER: That is 
correct. 

Mr. HARKIN. And whoever would 
rise in opposition would have the 
other half-hour? 

The PRESIDING OFFICER. The 
Senator from Florida would have one
half hour under his control if he seeks 
to exercise that and is in opposition to 
the amendment. He would have to de
clare that to the distinguished Sena
tor. 

Mr. HARKIN. And then on the yeas 
and nays on an amendment to the 
committee bill, the adoption of an 
amendment would require, as I under
stand, Mr. President, from inquiry, 60 
votes. Is that correct? 

The PRESIDING OFFICER. Adop
tion of the amendment, the Chair will 
state to the Senator from Iowa, would 
only require a majority vote. However, 
if a point of order is raised against the 
amendment or if there are points of 
order, the Chair would rule on those. 
If they are made, it could require a 60-
vote majority. I hope the Chair has 
answered the Senator's question. 

Mr. HARKIN. This Senator is now 
advised of the situation. 

AMENDMENT NO. 1257 

<Purpose: To provide for the fair and equita
ble application of the maximum limitation 
on farm program payments that may be 
received by a person> 
Mr. HARKIN. Mr. President, I send 

an amendment to the desk and ask for 
its immediate consideration. 

The PRESIDING OFFICER. The 
clerk will report. 

The assistant legislative clerk read 
as follows: 

The Senator from Iowa [Mr. HARKIN] for 
himself and Mr. HEINZ amendment num
bered 1257. 

Mr. HARKIN. Mr. President, I ask 
unanimous consent that further read
ing of the amendment be dispensed 
with. 

The PRESIDING OFFICER. With
out objection, it is so ordered. 

The amendment is as follows: 
At the appropriate place, insert the fol

lowing new section: 
SEC. -· EQUITABLE APPLICATION OF THE LIMI· 

TATION ON PAYMENTS THAT MAY BE 
RECEIVED BY A PERSON. 

<a> IN GENERAL.-Section 1001<5> of the 
Food Security Act of 1985 <7 U.S.C. 1308(5)) 
is amended-

< 1) by adding at the end of subparagraph 
<A>. the following new sentence: "Such reg
ulations shall provide that a producer who 
rents or leases land from an individual or 
entity must be combined as one person, for 
payment limitation purposes, with the indi
vidual or entity from whom the land is 
rented or leased unless the producer makes 
a substantial contribution of owned land or 
owned equipment and personal manage
ment to the farming operation that includes 
the rented or leased land."; and 

(2) by striking out subparagraph <B> and 
inserting in lieu thereof the following new 
subparagraphs: 

"CB> In applying the limitation provided 
for by this section, the Secretary shall-

"(i) provide for similar treatment of all en
tities; 

"(ii) except as provided in clause (iii), de
termine the amount of payments that may 
be received by any entity based on the 
number of members of the entity who are 
determined to be actively engaged in farm
ing; 

"(iii) consider any entity that is conduct
ing a farming operation independently of all 
of its members to be a separate person, and 
combine as one separate person all entities 
that are owned or controlled by the same 
one or more individual; 

"<iv> except as provided in subparagraph 
<D>. attribute all payments received by an 
entity to the members of the entity that 
have an interest in the entity, such attribu
tion to be based on the interest of the 
member in the entity; and 

"Cv> consider an individual or entity that 
is a member of an entity to be actively en
gaged in farming if such individual or entity 
has made a significant contribution (deter
mined based on the total value of the farm
ing operation> of <I> land, cash, or equip
ment, and <II> labor or management to the 
farming operation. 

"CC> For the purpose of this section, the 
term 'entity' means a corporation, trust, 
estate, limited partnership, general partner-
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ship, joint venture, charitable organization, 
and, except as provided in subparagraph 
<A>. any other entity or association. 

"<D> The Secretary may elect not to at
tribute payments to a member of an entity 
as provided for in subparagraph <B><iv> if it 
is determined that-

"(i) the interest of the member in the 
entity is less than 10 percent; and 

"(ii) attribution of the payments to the 
member would have little or no impact on 
the application of the limitation provided 
for by this section.". 

(b) INELIGIBILITY OF FOREIGN PERSONS.
The Food Security Act of 1985 is amended 
by inserting after section 1001 <7 U.S.C. 
1308) the following new section: 
"SEC 1001A. FOREIGN PERSONS MADE INELIGIBLE 

FOR PROGRAM BENEFITS. 
"(a) GENERAL RULE.-Notwithstanding any 

other provision of law, for each of the 1988 
through 1990 crops, any person who is not a 
citizen of the United States or an alien lB.w
fully admitted into the United States for 
perm.anent residence under the Immigration 
and Nationality Act shall be ineligible to re
ceive any type of production adjustment 
payments, price support program loans, pay
ments, or benefits made available under the 
Agricultural Act of 1949 <7 U.S.C. 1421 et 
seq.), the Commodity Credit Corporation 
Charter Act <15 U.S.C. 714 et seq.), or sub
title D of title XII of the Food Security Act 
of 1985 <16 U.S.C. 3831 et seq.) with respect 
to any commodity produced, or land set 
aside from production, on a farm that is 
owned or operated by such person, unless 
such person is an individual who is provid
ing land, capital, and a substantial amount 
of personal labor in the production of crops 
on such farm. 

"(b) PERsoN THAT Is lNELIGIBLE.-
"<l> DEFINITION.-For purposes of subsec

tion <a>, a corporation or other entity shall 
be considered a person that is ineligible for 
production adjustment payments, price sup
port program loans, payments, or benefits if 
more than 10 percent of the beneficial own
ership of the entity is held by persons who 
are not citizens of the United States or 
aliens lawfully admitted into the United 
States for permanent residence under the 
Immigration and Nationality Act, unless 
such persons provide a substantial amount 
of personal labor in the production of crops 
on such farm. 

"(2) ExCEPTION.-Notwithstanding the 
provisions of this subsection, with respect to 
an entity that is determined to be ineligible 
to receive such payments, loans, or other 
benefits, the Secretary may make payments 
in an amount determined by the Secretary 
to be representative of the percentage inter
est of the entity which is owned by citizens 
of the United States. 

"<c> EnEcr.-No person shall become in
eligible under this section for production ad
justment payments, price support program 
loans, payments, or benefits as the result of 
the production of a crop of an agricultural 
commodity, other than the 1988 crop of 
winter wheat, planted, or commodity pro
gram or conservation reserve contract en
tered into, before the date of enactment of 
this section.". 

(C) REGULATIONS.-
(1) IN GENERAL.-Section 1234(f) of the 

Food Security Act of 1985 <16 U.S.C. 
3834(f)) is amended by striking out para
graph <2> and inserting in lieu thereof the 
following new paragraph: 

"(2) The provisions of section 1001<5> of 
this Act shall be applicable in applying the 
limitation provided for in this section.". 

(2) EFFECT.-The amendment made by this 
subsection shall be effective with respect to 
contracts entered into on or after the date 
of enactment of this Act. 

(d) EFFECTIVE DATE.-The amendments 
made by subsections <a> and <b> shall be ef
fective only with respect to the 1988 
through 1990 crops of wheat, feed grains, 
upland cotton, extra long staple cotton, rice, 
and honey. 

Mr. HARKIN. Mr. President, I am 
pleased that the budget negotiators 
have succeeded in putting together 
this package that cuts the deficit by 
more than $30 billion. I support that. I 
hope we can bring the budget deficit 
down even more. However, I would 
hope that we also look at some of the 
sacrifices that are being made by dif
ferent individuals, different groups, 
and to make sure that the cuts that 
are being made are being made fairly 
and that if we have some other cuts 
that can be made, that will not harm 
our rank and file out there, the aver
age American, then I think we ought 
to make those cuts to bring the deficit 
down even a little bit more. 

Mr. President, the amendment I am 
offering here closes a glaring loophole 
in the farm price support program. 

Under the existing farm program, 
agriculture makes direct payments to 
participating farmers based on the dif
ference between a preestablished 
target price and the loan rate or the 
market price, whichever it might be. 
This difference is referred to as the 
deficiency payment, the difference be
tween the loan rate and the target 
price payment. 

Under the 1985 law, there is sup
posed to be a limit of $50,000 to any 
one farmer, or program participant, I 
should say, in deficiency payments. In 
other words, no farmer, under the 
1985 farm bill, can get more than 
$50,000. 

However, Mr. President, there is a 
loophole in that section of the farm 
bill that is big enough to drive a Mack 
truck through, maybe even 10 or 20 
Mack trucks through, because we have 
found that they were not just getting 
$50,000 but getting as much as $1 mil
lion or $2 million in deficiency pay
ments. 

The amendment I am offering here 
will save millions of dollars by making 
this program more efficient, effective, 
and fair. 

CBO estimates my amendment will 
save $50 million in fiscal year 1988, 
$435 million in fiscal year 1989, and 
$420 million in fiscal year 1990. 

Mr. President, on July 21 this year, 
the subcommittee which I chair, the 
subcommittee on nutrition and investi
gations, held 1 day of hearings into 
the abuses of USDA's $50,000 payment 
limitation. The GAO testified concern
ing program abuses and farm reorgani
zations designed to harvest the hun
dreds of millions of dollars in USDA 
subsidies without any subsidy whatso
ever in production or farm activities. 

Mr. President, I want Senators to 
understand this. 

GAO estimated that this abuse, this 
loophole in the law, would amount to 
$2.3 billion through 1989, with $900 
million lost alone in fiscal year 1989 
due to these farm reorganizations. 

I want to make it clear, Mr. Presi
dent, that GAO said from 1985 to 
1989, because of this loophole, we are 
going to spend about $2.3 billion of 
taxpayers' money. 

Well, now, let us see where that 
money is going. 

As I said, we had the hearings this 
summer. 

I might also say, Mr. President, last 
year I proposed this amendment here 
on the floor of the Senate, and I 
might just add that it was a procedur
al vote where we needed 60 votes but 
did not quite get them. This year I am 
proposing the same legislation again. 

I might also point out, Mr. Presi
dent, that this amendment is support
ed by the USDA, by the GAO, and by 
the IG's office-the inspector general's 
office-of USDA. All of them say that 
this loophole ought to be closed and 
ought to be closed in the manner I am 
proposing here today. 

Mr. President, I would like to go 
over some charts so Senators can see 
basically what we are talking about 
and see the magnitude of the problem. 

We can see from this first chart, Mr. 
President, the increases, the outlays of 
money for deficiency payments from 
new farm reorganizations. This is not 
farmers increasing production. It is 
not new farmers who are now farming 
and who were not farming before. 
This is simply through the reorganiza
tion of farm structures in increasing 
their payments. 

In 1985 it just started small, and you 
can see the progression up to fiscal 
year 1989, not going up in a straight 
line, but going up geometrically. 

For example, I think last year it 
went up by some $600 million and will 
go up again this next year. So this is 
the kind of abuse we are looking at. 
This is the kind of money. 
If we look at 1990, it will be com

pletely off the chart. Right now we 
are up to over $2 billion, almost $2 bil
lion, estimated by the end of 1989, 
about $2.3 billion through 1989. 

As I said, it was $900 million in fiscal ' 
year 1989 alone. 

.Let us look at what we are talking 
about in terms of these farm reorgani
zations on the next chart. 

Here is a specific example, Mr. Presi
dent, that we uncovered in our investi
gations that GAO looked at. 

Here we have a farming operation 
that has a farm by a father with four 
sons and a daughter, each one of them 
involved in the farming operation. 

In 1985, this farming operation got 
$50,000 each in payments to each one 
of these individuals. The father got 
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$50,000, son B, son C, son D, and so on. 
Each got $50,000, and daughter F got 
$50,000. They operated as a joint ven
ture. The total amount of money they 
received was $300,000. That is all well 
and good. They were each involved 
and each got $50,000. No problem. 

But between 1985 and 1986 they 
hired an attorney and what happened 
is on the next chart. 

Now we see these six entities begin 
to form what is called the Christmas 
tree. Father A and son B form A and 
B, Incorporated. Father A and son C 
form A and C, Incorporated, each one 
forming a paper entity with each 
other. So before we had six people and 
now we have 21 persons qualifying for 
$50,000 in payments. 

So in 1985 these six people got 
$300,000 and through just a paper ma
nipulation forming these different cor
porations, the next year they got 
$1,050,000. They did nothing else 
except reorganize themselves and 
going from $300,000 in 1 year, to 
which I think they were rightfully en
titled, to $1.05 million just because 
they set up this Christmas tree. 

Again, Mr. President, what my 
amendment seeks to do is to redefine 
"person" so that each one of these in
dividuals could still qualify for the 
$50,000 if they are actively engaged in 
agriculture, have an input of labor, 
capital, and management, but they 
would be precluded from building this 
Christmas tree and getting $1.05 mil
lion. So this is one example showing 
how active farmers reorganized them
selves to increase their payments. 

That is just one side of the story. 
There is another side of this story, and 
that is now investors, who are not en
gaged in agriculture, reorganize them
selves when they cash rent their farms 
to increase the amount of money that 
they are receiving. 

This second case study-and again, I 
would say that this abuse has to be 
stopped also-involves a landowner. 
These examples are basically the 
same, but the landowner had a subsidi
ary that contracted with a managment 
corporation to manage a farm with 
6,000 acres. We had the landowner, 
the subsidiary, and management cor
poration managing the farm. They 
were permitted to get $50,000 in defi
ciency payments. Again, no one is 
really arguing about that. But what 
they did then is they changed their 
operation on paper and here is how it 
looks now. You have the landowner, 
the subsidiary, the management cor
poration, and the management corpo
ration took the 6,660 acres of land and 
divided it into 28 parcels of 238 acres 
each. 

Each one of these squares represents 
one of those investors. This is one 
with 238 acres, there is one with 238 
acres. 

Now, I should have 28 of these 
squares, but I did not have room on 
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the chart so this square represents 
numbers 3 through 26 of 238 acres, so 
there should be 28 of these little 
squares where before we just had the 
landowner, the subsidiary, and man
agement of the farm. We now have 28 
different paper corporations, each one 
of those qualifying for the $50,000 
payment limit, so they go from one 
year and $50,000 to the next year and 
$1.4 million that they are bilking the 
Government. They did not farm any 
more. They did not grow anything 
else. They just made a paper manipu
lation to change the structure of their 
farming operation. 

We had the one before, Mr. Presi
dent, defined as a Christmas tree and 
you can take a look at it. This is the 
example of farmers who are actively in 
farming and involved changing their 
structure. Someone said it looked like 
a Christmas tree. Actually, it looks 
like a Christmas tree ornament and it 
is quite an ornament. That ornament 
is worth about a million bucks to these 
farmers. That is the Christmas tree. 

This other one is called a cookie 
cutter because it is like they took a 
cookie cutter and cut up 28 parcels 
and each parcel now gets the $50,000 
payment. 

So, Mr. President, that is what this 
amendment seeks to do. I think that 
these examples-and these are just 
two of the many examples that GAO 
and the inspector general's office came 
up with-I think these examples show 
that we have something which has run 
amoke here. We have to close this 
loophole. I believe that our programs 
ought to be targeted to those farm op
erators who operate family-sized farms 
and not to people who can gin up the 
papermill and create all these paper 
entities. 

What my amendment does is it 
closes this loophole. But I might also 
point out that the amendment is care
fully drawn so that people like the 
widows, widowers, and others who 
cropshare their land will not be affect
ed. They will still be able to get their 
$50,000 payment as long as they can 
show that they are contributing land, 
labor, or some capital to the operation. 

I might point out that in this cookie 
cutter operation, where they set up 28 
different parcels of land, these individ
uals did not invest a cent. They did 
not put up anything. In many cases 
they got a loan based upon their po
tential payment from the Govern
ment, so at the end of the year, with
out putting up any capital, they got a 
payment from the Government. And I 
can tell you right now that some of 
the individuals involved here, lived 
outside the United States, and one or 
more of these individuals were minor 
children under the age of 10, who obvi
ously were not contributing any land, 
any labor, or any capital to the oper
ation. So this amendment that I off er 
will strengthen the controls and close 

the loopholes. It will save us over $400 
million a year. And it will only affect 
about 15,000 real and I might add pre
tend farmers. These are not real farm
ers. These are pretend farmers. 

Mr. President, I would just like to 
point out how many and who would be 
affected under this amendment. I re
ceived from the Department of Agri
culture the total number of farmers 
who participate in the Farm Program 
and how many receive over this 
$50,000 payment limit. Nationally, Mr. 
President, we had 979,698 participants 
in the Farm Program in fiscal 1986, 
the last year for which we have fig
ures. The number of producers who 
got over $50,000 in payments was 
15,477, or 1.58 percent of all of the 
farmers in the country. And this loop
hole will not be closed for all those be
cause obviously legitimately some of 
those who are receiving $50,000 ought 
to contunue to receive $50,000. But not 
the $1.4 million or the $1.05 million as 
the Christmas tree showed. 

Last, Mr. President, a lot has been 
said about who receives this money. A 
lot of newspaper articles have been 
written. We know, for example, that 
the Prince of Liechtenstein-wherever 
Liechtenstein might be-who does not 
even live in this country, last year I 
believe received some $2.2 million
$2.2 million to the Prince of Liechten
stein in deficiency payments from the 
taxpayers of this country. 

Well, I believe, if we are going to cut 
the budget, if we are trying to cut the 
deficit, we want to do it fairly, let us 
target these programs for operators of 
family-sized farms and get the hand of 
the Prince of Liechtenstein out of the 
till and make the programs work as 
they were intended to work. 

Mr. President, how much time do I 
have remaining? 

The PRESIDING OFFICER. The 
Senator has 13 minutes 40 seconds. 

Mr. HARKIN. I reserve the remain
der of my time. 

Mr. HEFLIN addressed the Chair. 
The PRESIDING OFFICER. Who 

yields time? Time is controlled in this 
situation by the Senator from Florida, 
if he is in opposition. 

Mr. BYRD. Mr. President, on behalf 
of Mr. CHILES, I yield to the distin
guished Senator from Alabama-how 
much time does he want? 

Mr. HEFLIN. I would say at this 
time maybe 10 minutes. 

Mr. BYRD. Ten minutes. 
The PRESIDING OFFICER. The 

Senator from Alabama is recognized 
for 10 minutes. 

Mr. HEFLIN. Mr. President, I rise in 
opposition to the Harkin amendment. 
This is the first amendment that will 
come up pertaining to the leadership 
package. If the Harkin amendment is 
adopted, the floodgates are open-and 
I think that the efforts of the White 
House, the leadership of the Senate, 
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the leadership of the House of Repre
sentatives, the leadership of the 
Budget Committee, which has worked 
diligently for many, many months, the 
leadership of the Finance Committee, 
and the leadership of the Appropria
tions Committee, all of which have 
been involved, stand in jeopardy. 

This is a test vote on the summit 
that was worked so hard at by so 
many people to arrive at a solution to 
reduce deficits. And this amendment is 
placing the work on the budget in 
jeopardy. That is the first thing I 
think you ought to consider at this 
stage. 

Second, if we do not come up with a 
deficit reduction package, what are 
the signals that go out, what are the 
signals that go out to the financial 
markets, what are the signals that go 
out to the world at this particular 
time? I think that is something that 
we all are interested in. 

We are interested in coming up with 
a deficit reduction package. Now the 
machinery, the mechanism, by which 
the leadership package was arrived at, 
is in jeopardy, too, with thi,s amend
ment. You had the various authorizing 
committees meet, and the various au
thorizing committees met with an idea 
of achieving the reduction in spending, 
and how it would be achieved. The Ag
riculture Committee spent many, 
many hours relative to these matters, 
and finally on Friday of last week they 
came up with a package. This package 
does not include the Harkin amend
ment. 

That process was designed to allow 
the authorizing committees to work on 
this. If you send a signal that the 
floodgates are open, then all of the 
work of the authorizing committees in 
producing the leadership package are 
in jeopardy. 

I have spoken generally about where 
we are in the significance of the fact 
that this is a first vote. Let me address 
the issues that are involved here. I 
think there are abuses. There is no 
question that there is a need for an 
answer, and a solution relative to the 
abuses that we have. There was a 
GAO study, and the various charts 
that he has showing some of the in
stances of abuse which have occurred. 
But it is similar to when you go to the 
doctor. You first try to diagnose the 
illness, and then it is the matter of 
prescribing a medicine. If a wrong 
medicine is prescribed, you may have 
worse results. 

The Secretary of the Department of 
Agriculture has the authority to pro
mulgate the regulations pertaining to 
persons, and how this should be de
fined. If there are ills, then the finger 
of blame needs to be pointed not at 
Congress, but at the Department of 
Agriculture. 

Yes, we had a hearing that was di
rected toward the abuse, and toward 
what the GAO study showed. But we 

have had no hearing, no hearings 
whatsoever, no investigation, no delib
eration, no careful consideration as to 
the solution. 
If you give the wrong medicine, you 

can have a patient that can go into 
chills. And can in effect die. You can 
have all sorts of things that come 
about when you choose the wrong so
lution. It may well be that in the long 
run some aspects of the Harkin 
amendment are good, and that it 
might be good medicine. But, on the 
other hand, there could be far-reach
ing consequences affecting family 
farmers that need to be considered, 
and that need to be carefully reviewed. 
We need to have testimony about the 
effect of certain solutions, and in this 
instance we have had none, not even 
the first word pertaining to the solu
tion that has been proposed by the 
Harkin amendment. 

I could say that for all practical pur
poses there have been no hearings. 
And here we are on a reconciliation 
package where there have been in 
effect no hearings whatsoever. 

They would come back and say, yes, 
we had a GAO study, we pointed out 
the abuse, but we have had no hear
ings on solutions. 

One of the beautiful things-and I 
say beautiful because it has worked 
and it is a thing of beauty pertaining 
to the 1985 farm bill-was the market
ing loan that was adopted for certain 
crops like rice and cotton. It has 
worked. The figures we have, for ex
ample, since the marketing loan has 
gone into effect pertaining to cotton 
will show that there has been at this 
stage to date a 30-percent decrease in 
the cost to the Government because of 
the marketing loan to cotton. 

There is not as much in rice, but 
over time it appears that it will have 
at least a 26-percent decrease in the 
cost to the Government as compared 
to what it cost before the marketing 
loan went into effect. 

What is the effect of the Harkin 
amendment on the marketing loan? I 
ask that not only from the viewpoint 
of the effect that it could possibly 
have on the cotton program and on 
the rice program, but there are many 
Senators who believe that the solution 
to the farm problem that we have 
today lies in the marketing loan for 
wheat, and com. 

As a part of the package it has been 
recognized that the marketing loan is 
working, and as a part of the leader
ship package we have here to offset 
some situations that would develop we 
are adopting a marketing loan as it 
would apply to soybeans. 

The problem with the Harkin 
amendment and its effect upon mar
keting loans generally is what will be 
the effect 2 years from now? Will it in 
effect cause a reversal of the trend in 
cotton? Will it cause a reversal of the 
trend where we have been saving 

money on rice? We do not know. But 
we do know this: That there are many 
cotton farmers, many rice farmers, 
who are considering getting out of the 
program and therefore they are going 
to plant fencerow to fencerow, because 
the marketing loan has worked and 
the price of cotton has gone up, the 
price of rice has gone up. And the pro
gram that has been designed under 
the marketing loan may well be de
stroyed. 

Whenever we get back to the farm 
bill, whether it be in 1990, or when
ever, we may look at the marketing 
loan as being the savior for com. Sena
tor HARKIN's State of Iowa has a great 
deal of com. They are looking into the 
issue of the marketing loan as being 
protection for that commodity. 

But here, with this amendment, we 
are getting into something we do not 
know one thing about on how the 
effect and what the solution of the 
Harkin amendment might be. And we 
are going off into a situation of where 
we may well be destroying the pro
gram without carefully considering it. 
Agriculture problems are complicated, 
extremely complicated. And if you do 
not have hearings and you do not try 
to foresee the problems that will arise, 
you are going to get into more trouble. 
The Harkin amendment ought to be 
called the uncertainty amendment be
cause we do not know the extent of 
this trouble and where it might be. 

So I say to you at this time that this 
is not the vehicle by which we ought 
to be going off into some uncertainty. 
There are abuses. The Secretary of 
Agriculture can correct them. We in 
Congress can correct them after we 
have hearings on solutions. 

So, without going off into some wild 
blue yonder, without knowing where 
we are going and what we are going to 
do, and without any hearings on solu
tions to these abuses without any pro
jections as to what would happen with 
current farm programs, and overall 
farm policy, I ask the Senate to reject 
the Harkin amendment. Because, I 
think that while the amendment has 
some good intentions, we all know the 
road to the devil is paved with good in
tentions. 

You have to see where you are 
going. Are you going to dig a road or 
highway through a mountain or 
through rock, or is it going to be 
through sand? You have to know 
something about it. We have a situa
tion here in which we do not know one 
thing in the world about the conse
quences of this; we know nothing 
about the solution. 

So I beg the Members of the Senate, 
let us, first, not open the floodgates on 
the leadership package. Let us not 
start a situation of where we are going 
into a matter that we do not know 
what is going to happen on deficits. 
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Let us respect the work of ·some who 
have tried to reduce deficits. 

The PRESIDING OFFICER. The 
Senator has used 10 minutes. 

Who yields time? 
Mr. HARKIN. Mr. President, before 

I yield time, I want to respond briefly. 
First, I ask unanimous consent that 

the names of the following Senators 
be listed as cosponsors of this amend
ment: Senator BURDICK, Senator LAu
TENBERG, Senator HELMS, Senator 
BOSCHWITZ, and Senator METZENBAUM. 

The PRESIDING OFFICER. With
out objection, it is so ordered. 

Mr. HARKIN. Mr. President, I just 
want to respond that indeed the sub
committee on investigations had a full 
day of hearings on this issue this year. 

As to the fact that there have been 
no investigations, there are six full 
GAO reports on this $50,000 payment 
limit. The Inspector General of the 
Department of Agriculture wrote 15 
reports on this abuse, and it has been 
consolidated in one report. This has 
been investigated by all branches, by 
Congress, by the GAO, and by the In
spector General's office. 

I also pointed out-I do want others 
to speak on this-that basically this 
amendment will help the leadership 
package, because it will give us more 
flexibility to make adjustments be
cause of the increased savings we have 
in this measure. 

I yield 6 minutes to the distin
guished Senator from Minnesota. 

Mr. BOSCHWITZ. Mr. President, 
the Senator from Alabama has said 
that marketing loans would be im
paired by this amendment. As I under
stand the amendment, the payments 
on the marketing loans, the amounts 
below the loan rate, do not count 
toward the $50,000 limit. 

Am I correct in that? 
Mr. HARKIN. The Senator from 

Minnesota is absolutely correct. 
Mr. BOSCHWITZ. I thought so. 
Mr. President, I rise in support of 

the amendment offered by the Sena
tor from Iowa. 

I have not been an advocate of pay
ment limits in the past. Frankly, a 
good portion of the commercial-size 
farms are now impacted by the $50,000 
limit, because one of the economic re
alities of our time is that farms are 
indeed getting bigger. More of them 
will be impacted by the limit that is 
suggested by the Senator from Iowa, 
and which I support them in years 
gone by. 

The 1985 farm bill also exacerbated 
the $50,000 payment limit problem, be
cause by lowering the loan rate and 
keeping target prices high, deficiency 
payments, which are the subject of 
the $50,000 limit, increased. As a 
result, more farms were affected for 
that reason as well. 

The farm program that Senators 
BOREN, KARNES, and I have introduced, 
known as decoupling, which the Sena-

tor from Iowa and I do not agree on- CFrom the Washington Times, May 28, 
in our bill, the "person" definition is 19871 
like the "person" definition the Sena- BUMPER CROP OF BENEFITS 

tor from Iowa is seeking by his amend- <By Warren Brookes> 
ment. Over the last six weeks, Congress has 

Anyone who has watched the farm added nearly $1.5 billion in the already 
policy debate in the past few years bloated $26 billion farm subsidy program, 
knows that I do not always agree with including an additional $1 billion for export 

subsidies, and $400 million in "disaster" 
my friend from Iowa, for whom I have relief for farmers hit by last year's floods. 
the highest regard and highest respect With huge payments like these, there is 
because of his knowledge of farm no sentiment among farmers for any signifi
issues and because of the empathy he cant change in the current program, let 
brings to the plight of the farmer. alone the radical Harkin-Gephardt produc-
Th t 1. ht till · ts d hil tion-quota proposal. 

a Pig s ex15 • an • w e Not, that is, unless Congress does what no 
easing in the last year, it still is a prob- one expects it to do: set some kind of real 
lem for those who find themselves limits on the amount of subsidies a single 
heavily in debt. farm unit can receive by making it tougher 

o th to "reorganize" farms into multiple "per-
n e subject of "person" defini- sons" or corporations, each entitled to up to 

tion, I think the equities are quite $50,000 a year in subsidies. 
clear, and the Senator from Iowa and I According to the General Accounting 
are on the same side. , Office, these "reorganizations" alone will 

I am worried about the integrity of cost taxpayers an additional $2.5 billion 
farm programs and their ability to from 1984 to 1989, with some 31,000 "new 

persons" added to farm subsidy rolls by 
continue. We hear about outrageous 1989. csee chart.> 
abuses such as the Prince of Liechten- And thereby hangs a fascinating tale. 
stein receiving millions of dollars in · During last month's passage of the $9.3 
payments. While the abuses amount billion supplemental appropriations bill, 
t ll rti f th ll House Appropriations Committee Chairman 
o a very sma po on ° e overa Jamie Whitten, Democrat of Mississippi, no 

payments made to farmers-it is the farm radical, managed to attach an amend
negative perception of the people, ment forcing the U.S. Department of Agri
what they see printed and see on TV, culture to hold yet another referendum on 
that worries me. While it amounts to the idea of "mandatory supply control" and 
only a small portion of the entire sum develop rules to implement such a program. 

The measure passed the House over
that is spent on farm programs, never- whelmingly, despite the objections of House 
theless, it endangers the viability of Agriculture Chairman E "Kika" de la 
the entire farm program because there Garza, Democrat of Texas, who, like 70 per
is such a strong reaction, as there cent of all farmers, opposes Harkin-Gep-
should be, to those kinds of offenses. hardt. 

When the bill got to the Senate, the 
So I am pleased to support the Sena- Harkin-Gephardt rider was stripped out by 

tor's amendment. I am also particular- Senate Agriculture Appropriations Subcom
ly pleased that he has made some ex- mittee Chairman Quentin Burdick, Demo
ceptions for the subchapter S corpora- crat of North Dakota. 
tions. Under the present law, subchap- Whereupon Washington Post agriculture 

reporter Ward Sinclair published an article 
ter S corporations are treated quite contending that the big agribusiness lobby 
harshly and are treated as only one <grain traders, fertilizer companies, food 
person. Under the Senator's amend- processors> was killing the Harkin-Gephardt 
ment, they would be treated more initiative. 
fairly. Where two or three farm fami- The problem with this thesis is that the 
lies have gone together, at the advice folks who put the Harkin-Gephardt referen-

dum idea into the supplemental appropria
of counsel, at the advice of university tion bill were not the "farm advocacy" 
advisers, and now find themselves groups at all, but the big cotton and rice 
unduly restricted, the amendment producers in Mr. Whitten's district. 
would give relief. So I think the Sena- They are worried that Congress just 
tor from Iowa is doing the right thing might get serious about clamping down on 
and the fair thing in that regard as the huge subsidy excesses to major produc-

ers, many of whom are collecting millions of 
well. dollars. 

I am pleased to commend the Sena- Last year the top 15-percent of the grain, 
tor from Iowa on this amendment. It cotton and rice farmers collected about 70 
is long overdue. I hope we can come percent of the huge $26 billion subsidy 
out of conference with it or something kitty, with large farms worth more than $1 

million averaging well over $200,000 each. 
like it, and I hope, too, that it will be If these grotesque subsidies-paid by aver-
expeditiously adopted by the Senate. age Americans earning less than $30,000-a

Mr. President, I ask unanimous con- year per family-were to get solidly capped, 
sent to have printed in the RECORD an the recipients would want to do what the 

sugar growers already have done: limit total 
article by Warren Brookes, which ap- agriculture supplies to the market in order 
peared in the Washington Times on to drive up U.S. farm prices by $20-$25 bil
May 28, 1987. lion, 75 percent of which would go to the 

top 15 percent of farmers. 
There being no objection, the mate- This is why the cotton and rice "heavy-

rial was ordered to be printed in the hitters" appeared en masse April 22 before 
RECORD, as follows: their friend and fellow "good old boy," 
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House Agriculture subcommittee Chairman 
Jerry Huckaby, Democrat of Louisiana, to 
protest USDAs proposal to make it tougher 
for farmers to pile up subsidy entitlements 
by phony "reorganizations." 

As the violins played, these large-farm op
erators, many of them leasing thousands of 
acres of land from small landlords and then 
setting up dummy corporations to multiply 
their "entitlements" to your tax money, 
sang out the sob song of the professional 
"rent-seeker," namely that their special in
terest would benefit all of us, even the poor! 

One of the more sickening performances 
was by Jack Hamilton-a cotton, soybean, 
rice and wheat farmer from Louisiana-who 
contended that his farm and its subsidy pay
ments were really a philanthropic cause. To 
prove it, he produced a table showing all of 
the different poor and elderly folks being 
"benefited" by his operation. 

Included were seven landlords, among 
whom were three he described as "black 
widows," one "white widow," and one "black 
Baptist church" and one "retired farmer" 
from whom he leased 785 acres of land and 
to whom he paid a total of about $42,975 in 
rent, or about $50 an acre. 

Of course, the only reason he rented that 
land was because he could make good 
money farming it along with his own 1,244 
acres. His 2,092 acres will produce estimated 
revenues of $502,565 this year, of which 
$133,000 or so will come from the taxpayers 
direct. 

So that $42,975 he paid in rent was not 
out of the goodness of his heart, but be
cause with the added acreage he could gen
erate an additional $200,000 in income
much of it from you and me. 

This, of course, is precisely why, in this 
"farm depression era," tens of thousands of 
farmers like Mr. Hamilton are busy leasing 
every available acre they can find just to 
earn more money from subsidies. 

It's getting more disgusting every day. 
The PRESIDING OFFICER. Who 

seeks time? Who yields time? 
The Senator from Iowa and the Sen

ator from Florida control time. Who 
yields time? 

Mr. PRYOR. Mr. President, a parlia
mentary inquiry. 

Who is controlling the time for the 
opponents? 

The PRESIDING OFFICER. The 
time for the opponents has been con
trolled by the Senator from Florida 
and the majority leader acting for the 
Senator from Florida. 

Mr. PRYOR. Mr. President, I 
wonder if the distinguished manager 
will yield to the Senator from Arkan
sas 3 minutes in opposition to the 
Harkin amendment. 

Mr. CHILES. I am happy to yield. 
Mr. PRYOR. I thank the distin

guished Senator from Florida for 
yielding. 

Mr. President, this is a package that 
none of us really likes. I think all of us 
pretty well admit that. 

I was involved, as many other Mem
bers of this body were, in some phases 
of this package-the Finance Commit
tee package, the governmental affairs 
package, and now the agriculture 
package-upon which this issue is 
based at this moment. 

Mr. President, I think the day will 
come when there will be a change in 
the "definition of person" issue that 
Senator HARKIN has raised on this 
floor today. I think the day is going to 
come when we will reexamine this 
issue. I think the day is going to come 
when we will change the way the 
moneys are distributed to the farmers 
across our country. I think the day 
will come, probably sooner rather than 
later, as to how we will make those eq
uitable distributions and how we will 
define "person" under the deficiency 
payment philosophy that we have had 
for a number of years in American ag
riculture. Mr. President, this is not 
that day. 

I would just like to say, as my friend 
from Alabama, Senator HEFLIN, has 
just stated, that if we do adopt the 
Harkin amendment, we are going to 
begin the unraveling of a piece of very 
carefully put together legislation. 

I urge my colleagues, in all due re
spect to my good friend from the State 
of Iowa, Senator HARKIN, that we 
oppose the Harkin amendment for the 
time being, that we pass this agricul
tural package as a package. It was not 
easy to put together. There were long 
hours spent in putting it together. The 
corn people gave, the cotton people 
gave, the rice people gave-some gave, 
some took-but all of us gave some to 
find the $2.4 billion in savings that we 
were mandated to save under not only 
the budget law but the Gramm
Rudman-Hollings law. 

Mr. President, for a further and 
better explanation of the issue that is 
before the Senate today, I ask unani
mous consent to print in the RECORD 
an April 7, 1987 article from Farm 
Journal written by Mr. John Marten. 

There being no objection, the mate
rial was ordered to be printed in the 
RECORD, as follows: 
$50,000 LIMIT PROMOTES PART-TIME FARMING 

(By John Marten) 
The new Reagan plan the issue. Shrinking 

government outlays the goal. Limit all 
annual direct payments to $50,000 per indi
vidual the action. Only time will tell if it 
will sell. 

Since the Harkin-Gephardt proposal is 
dubbed the "Save the Family Farm" Act 
maybe this new Reagan plan should be 
called the "Make 'em All Part-time Farm
ers" Act or the "Lawyers and Lease Prepar
ers Welfare" Act. Washington is trying to 
save money by social legislation that defies 
the laws of economics. It makes for less effi
ciency-a higher cost farm sector in the 
long run. 

The family farm folklore of today says 
"Little is lovely, big is bad"-a notion 
common to most any ruralist. But the rural 
"mythologist" of today also argues that the 
"wrong folks" are getting the government 
checks. "Not so," say the data in Table 1-
current transfer payments are, in fact, rela
tively larger for those in need-on target if 
you will. 

USDA data show that "high-debt" farm
ers account for just 21.4% of farms but get 
50.8% of all payments! And over 55% of 
high-debt farmers receive payments versus 

just 30+% of low-debt folks. I'm not saying 
this is perfect, but it's a clear refutation of 
the "wrong folks are getting rich" myth. 

The same USDA study showed that: 
Family-sized farms in the $40,000-to

$250,000 sales class made up just 33% of 
farmers and 41 % of all sales, but collected 
58% of all ASCS payments. 

That typically part-time farms with under 
$40,000 sales totaled 60% of all farms, got 
less than 6% of ASCS checks, and produced 
less than 8% of sales. 

Finally, the big $250,000+ folks comprise 
just 7% of all farms, make 51 % of all sales, 
but get less than 37% of program payments. 

Many viewpoints can be supported with 
these facts. But "full-time family farms 
aren't treated fair" isn't one of them. 

A rural revolution? This policy would sure 
keep the lawyers busy. So far, we've created 
over 250,000 new "ASCS Farms" since 1985 
as farmers battle the current rules in the 
1985 farm bill, which cut their income and 
render them uncompetitive based on social
ly acceptable price supports. 

A Kansas father-son corporation that 
maximized efficiency at 4,000 wheat acres in 
1982 is in big trouble now. As Table 2 sug
gests, they hit the $50,000 mark on less than 
700 acres this year <line 10), and they'll 
have less than 500 planted acres covered in 
1988 if the new "$50,000 in total" plan be
comes law. 

Corn farmers would really begin to "think 
small" if the limit becomes law. A near-40% 
shrinkage would occur from 1987 to '88 <line 
11). Less than 350 acres <line 9) would put 
you into the "big and bad <and broke?)" cat
egory. 

So the consequences of this revolution 
are: 

Continued heavy legal activity as farmers 
try to maintain their efficiency levels 
<volume> to keep costs down. 

Sales of land and/or lack of buying inter
est by larger farmers. 

Faster shift away from cash and toward 
crop-share eases 

Major growth in custom farming to keep 
machinery, labor, etc., busy and efficient. 

Hectic but very profitable times for law
yers, real estate brokers and farm managers. 

Supply control vs. payment limits-this is 
the key trade-off. Keep cutting the limits 
and you eventually have big farmers pro
ducing more while smaller ones study the 
noxious weed laws in their state! <While 
sharpening sickles.) 

But Uncle Sam will save billions, right? 
Nope. Given the current loan and target 
price structure, we would just: < 1) cut com
pliance; which, <2> boosts production; which, 
(3) raises loan and deficiency costs! Clearly 
this dog just chases his tail. 

Fairness and justice are two words not 
easily defined-and so the payment limit 
debate has no "right" answer. Should feder
al payments really be targeted even more to 
those with high debts and high costs? Why 
reward those results? Is that fair to a frugal 
neighbor who has low costs, no debt and 
pays income taxes? Many would say "no 
way." 

And yet, few of us want government subsi
dies so uniform and large as to reward or 
promote cotton, corn and wheat "mega
farms." Perhaps it is time to consider a 
"graduated" or "volume-related" target 
price notion <you'd get less per unit as acre
age increased.) 

It's full-time family farms that will bear 
the brunt (along with OMB> of the "sav
ings" in the new Reagan plan. 
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TABLE 1.-FARM PAYMENTS GENERALLY ARE ON 

TARGET! 1 

Financial condition Number 
of farms 

Percent 
of all 
farms 

Percent 
getting 

payment 

Percent 
of all 
pay. 

men ts 

But I can tell you the farmers in the 
State of Arkansas, and I expect I 
speak for the farmers of Iowa, are not 
yet taxpayers. Even though they are 
going to make a little money this year, 
they still have such staggering losses 
from the preceding years that they 

High debt; negative cash flow.. ........ 173,000 
High debt; positive cash flow.. ......... 158,000 
loW debt; negative cash flow .. ........ 519,000 
Low debt; positive cash flow.. .......... 701,000 

11.2 
10.2 
33.5 
45.1 

53.3 
58.2 
30.0 
31.0 

15.8 still have to write off, and they will 
3~:~ not be able to pay any taxes soon to 
41.l the U.S. Treasury. 

-,-19-86-U-SO-A-su_rwy_.-O-at-a -cove-r-ing-l-.6-m_ill_ion_f_arm_s_a-nd_$_13-bi-.llio-n-in Mr. President, I want to also say 
direct program payments and net CCC loans in 1985. that I speak to you not only as a Sena

TABLE 2.-HOW THE $50,000 PLAN DOWNSIZES FARMS 

r.om 

l L~it~f~~~~~:ii: ::: ::: : :::: ::::::::::::::::::::::::: HJ~ 
4. Amt. subject to limit {l -- 3) ............................. $1.24 
5. ASCS program yield ............................................. 120 bu. 
6. Payment/acre grown ( 4 x 5) ............................. $149 
7. Max. ARP idling (percent) ........ ............ .............. 20 
8. Max. base coverage, acres .. ............ .................... 420 
9. Max. plantings in 1988 (8-7) ......................... 336 
10. Max. plantings in 1987 ... ................................. 555 

Wheat Cotton 

1
4.29 
2.71 
2.17 

$2.12 
50 bu. 

$106 
30 

674 
472 
654 

77~ 
50~ 
45~ 
32~ 

600 lb. 
$192 

25 
347 
260 
310 

====== 

tor from an agricultural State, I speak 
to you as a Senator from the South 
where the devastation of this amend
ment will be the greatest. 

First of all, I hope a point of order 
will be raised against the amendment; 
and, second, I hope my colleagues will 
not support this amendment because 
it is premature. 

11. Proposed 1988 as percent of 1987 (9+ 10) .. 60.5 72.2 

If I have to vote for anything deal
ing with deficiency payments, I will 
take the provision that is in the House 
bill now, the so-called Huckaby 
amendment. I am not too crazy about 

83.9 it, but it is infinitely preferable to this 
---------- amendment which in my opinion will 

Mr. PRYOR. Mr. President, I yield 
back the remainder of my time. 

The PRESIDING OFFICER. Who 
yields time? 

Mr. BUMPERS. Mr. President, will 
the Senator yield 3 or 4 minutes to the 
Senator from Arkansas? 

Mr. CHILES. I am happy to yield, to 
the Senator from Arkansas, 4 minutes. 

The PRESIDING OFFICER. The 
Senator from Florida yields 4 minutes 
to the Senator from Arkansas. 

The Senator from Arkansas is recog
nized. 

Mr. BUMPERS. I thank the Senator 
from Florida and the President. 

Mr. President, I rise in opposition, 
reluctantly, because the Senator from 
Iowa is always out on the cutting edge 
in trying to preserve the farm pro
grams that we have and trying to help 
the American farmer become taxpay
ers. 

As my distinguished colleague has 
already pointed out, this might be an 
amendment that I could happily stand 
on the floor and support 2 years from 
now, but today it is premature. 

The marketing loan programs that 
we put into effect in the 1985 farm bill 
have begun to work. 

I have addressed about three differ
ent farm groups in my State in the 
past 30 days, and it is the ·first time in 
at least 6 years that I have been able 
not to go with hat in hand, my head 
between my legs in apology. I was able 
to face those farmers and say things 
are indeed looking better. We had the 
biggest yield of cotton this year in the 
history of our State. Two bales per 
acre were not out of the ordinary. And 
cotton prices have been pretty good. 
Rice, which was selling a year ago for 
$1.60 a bushel, is up in the $4 to $4.50 
range because of the marketing loan 
provisions we had in that bill. 

unravel, as my colleague said, the 1985 
bill and all the progress we have made. 
Farmers for the first time in years 
have some legitimate reasons for be
lieving that their future does indeed 
look brighter, and this will be a throw
back. 

So I urge, indeed I plead, with my 
colleagues to vote "no" on this amend
ment. 

I yield back such time as I have re
maining, Mr. President. 

The PRESIDING OFFICER. Who 
yields time? 

Mr. BENTSEN. Mr. President, will 
the Senator yield? 

Mr. CHILES. I am happy to yield. 
The PRESIDING OFFICER. Does 

the Senator from Florida yield time? 
Mr. CHILES. I yield 2 minutes. 
The PRESIDING OFFICER. The 

Senator from Florida yields 2 minutes 
to the Senator from Texas. 

The Senator from Texas is recog
nized. 

Mr. BENTSEN. Mr. President, I 
share the comments of my distin
guished friend from Arkansas who 
spoke very eloquently on this piece of 
legislation. It is a highly technical 
issue that we are dealing with here, 
and of such a complexity that I really 
do not think we can resolve it on the 
floor of the Senate. 

I strongly urge we let the agriculture 
committees solve the problem and 
work it out. 

The other side of the argument, too, 
is that we have before us a package 
that has been put together at the 
summit meeting of the conferees, and 
if we start accepting amendments now 
and particularly those that are highly 
technical and complex I do not know 
where we stop. It is a slippery slope to 
get on, and I hope we could oppose 
these amendments and set that kind 

of a pattern very early on, and we can 
defeat this amendment by an over
whelming margin. 

Frankly, I think, that will help send 
a message so that we will not have 
nearly as many amendments tonight 
and hopefully will finish the overall 
package. 

I urge defeat of the amendment. 
The PRESIDING OFFICER <Mr. 

REID). Who yields time? 
Mr. HARKIN. How much time do I 

have remaining? 
The PRESIDING OFFICER. Six 

minutes and fifty-eight seconds. 
Mr. FOWLER addressed the Chair. 
Mr. CHILES. Does the Senator from 

Georgia wish time in opposition to the 
amendment? 

Mr. FOWLER. One minute. 
The PRESIDING OFFICER. The 

Senator from Georgia is recognized for 
1 minute. 

Mr. FOWLER. Mr. President, I rise 
in opposition to the Harkin amend
ment and would like to associate 
myself with the remarks of my friends 
from Arkansas, Alabama, and Texas. 

This is a complex matter. This issue 
has been described as one giant loop
hole, when the truth of the matter is 
that the so-called person definition 
was put into the law to resolve the re
gional differences between the way we 
farm in the different regions of our 
country. The person definition was 
put into the law to try to ensure fair 
treatment and just treatment to all 
farmers regardless of where and how 
they were forced to farm by soil and 
climate and regional limitations. 

Crops like cotton and rice, despite 
our fine soil and climate in the South, 
cannot be farmed profitably on 40-acre 
plots. Capital is pooled; money from 
brothers and sisters and in-laws and 
sometimes neighbors all have to be 
brought together in order to put to
gether a farm where these crops can 
be farmed profitably. 

I understand and I applaud the sin
cerity benind the approach of my 
friend from Iowa, but we should not 
be allowed to try to rewrite a defini
tion that has served its purpose and 
served its purpose well at this time. 

I think it is important that our col
leagues understand what this amend
ment would do before they cast their 
votes. This is an issue that goes to the 
heart of regional differences in agri
cultural production. It is about the 
way we farm in the South, the way we 
produce agricultural commodities for 
our great Nation and the world. 

From the first colonies, southern 
farming has differed from northern 
farming. Our land and climate lend 
themselves to producing certain com
modities, such as cotton and rice, that 
are simply not profitably grown on 
small, 40-acre plots. Farmers who 
choose to grow these crops must, for 
the most part and of necessity, orga-



34842 CONGRESSIONAL RECORD-SENATE December 10, 1987 
nize a larger farming operation than 
farmers who grow other crops. 

Today's larger farms in the South 
are often the product of pooled capital 
and labor. Savings and credit and the 
work of brothers, of fathers and sons, 
of in-laws, and even of unrelated 
neighbors, have been pooled in order 
to produce southern commodities and 
a decent livelihood for southern farm
ers. 

These farms have existed for years. 
And for years, the Federal Govern
ment has recognized these regional 
differences, has taken into account the 
different structure of farms in the 
South, and has reasonably and equita
bly chosen not to penalize southern 
farmers for the crops they grow or the 
way they choose to grow them. For 
years, our Nation's farm programs 
have treated our Nation's farmers 
fairly without regard to region. 

And now, of all times in the midst of 
a crisis in rural America and across the 
South, are we going to abandon this 
past and embark on a course into un
charted territory? 

The amendment which was just in
troduced. I, as but one member of the 
committee of jurisdiction, have not 
had an opportunity to review in detail. 
No hearings have been held on this 
topic since I joined the Senate, and 
this specific legislation has not been 
openly examined outside of the con
text of budget reconciliation by the 
members of the Agriculture Commit
tee assembled. 

Its effects on the South, while un
doubtedly negative, are unknown and 
unquantified. But what is the cost of 
this legislation? How many southern 
farms will be broken up? How many 
will go under? We don't know for sure, 
and we won't know the tradeoffs with
out a hearing on the specifics of this 
language and without discussion 
among the members of the Agricul
ture Committee. 

The current person definition has 
been characterized by some as one big 
loophole-that is to misunderstand 
the purpose of the person definition. 
That purpose is to treat all farmers, 
farmers at each point of this Nation's 
compass, with equal and just consider
ation. 

The person definition can be revised 
in order to solve the problems pointed 
out by some of my colleagues while 
continuing to allow farmers North and 
South, East and West, the flexibility 
that other breadwinners enjoy to orga
nize and operate in a manner that 
suits their positions and interests. 

We are not prepared today, I think, 
here on the floor, to revise this defini
tion in any detail or with any fore
thought or fair consideration for re
gional differences. This is work appro
priately left to the committee of juris
diction. 

That is why in the name of fairness 
to the farmers of all regions, and in 

the name of prudence in this body's 
deliberations, I oppose this amend
ment at this time and call on my col
leagues likewise to oppose it. 

The PRESIDING OFFICER. Who 
yields time? 

Mr. HARKIN. Mr. President, I yield 
2 minutes to the Senator from Minne
sota. 

The PRESIDING OFFICER. The 
Senator from Minnesota is recognized 
for 2 minutes. 

Mr. BOSCHWITZ. Mr. President, I 
rise to say that I inadvertently forgot 
to mention that the administration is 
very much in favor of this amend
ment. They consider it to be good 
farm policy. I do as well. 

As I have indicated, in the event 
there would be any savings that would 
result from an adoption of this amend
ment, certainly other aspects of the 
package could be adjusted. I would 
even say that loan rates could be ad
justed, but I better not do that on the 
time of the Senator from Iowa. 

But in any event, the administration 
does indeed favor this amendment, 
and it is good policy. 

I yield the floor. 
Mr. HARKIN. Mr. President, I ask 

unanimous consent that the Senator 
from Wisconsin, Senator KASTEN, also 
appear as a cosponsor of the amend
ment. 

The PRESIDING OFFICER. With
out objection, it is so ordered. 

Mr. HARKIN. Mr. President, there 
is nothing technical and there is noth
ing very intricate about this amend
ment. Once more, we go around it. 
Here are two examples. Here is one 
with six people, all in a farming oper
ation. They each got $50,000. In total 
they got $300,000. No one is complain
ing about that. 

But in 1 year, what they did is set up 
a Christmas tree. In 1 year they went 
from $300,000 to $1,050,000 in Govern
ment payments, without anything 
else, other than setting up a paper 
Christmas tree. 

The other example I showed is how 
a landowner that had a subsidiary 
that has a management corporation 
managing 6,060 acres of land. They got 
a $50,000 payment limitation. But in 1 
year they went out and set up 28 sepa
rate paper corporations, each one get
ting $50,000. In 1 year they went from 
$50,000 to $1.4 million. It does not take 
very much to figure this one out. 

I might just add, on the legaiity, on 
saying "Let the Department of Agri
culture take care of it," they are 
trying to take care of it. In fact, on 
this case alone the Department of Ag
riculture is in court trying to recover 
the money. They cannot do it because 
the law is the law. 

What I am talking about here is not 
illegal. It is perfectly legal to do this. 
And unless we pass this amendment, it 
will be perfectly legal next year. 

If we are trying to save money, let us 
cut where the fat is the thickest. I just 
have to say that in these kinds of 
cases like this, this is where we could 
make some savings, quite frankly. 

You talk about not reopening the 
1985 farm bill. This package devas
tates the 1985 farm bill. It cuts the 
target prices 1 percent. It adjusts the 
loan rates. It cuts the paid diversion. 
It increases the unpaid ARP. Talk 
about undoing the 1985 Farm Pro
gram, that is what the package does. 

I am just saying, fine. I support the 
package. But I am saying let us make a 
few additional savings that we can 
make right here without hurting any 
family sized operations. 

I also want to say, in closing, that I 
appreciate the comments made by my 
distinguished colleague from Minneso
ta. As he indicated, sometimes we do 
not always agree on agriculture mat
ters. But I have the highest respect 
for his analytical abilities and for how 
he is always getting to the crux of the 
problem in agriculture. In fact, we 
found ourselves agreeing many times 
in the analysis of the problem, but we 
happened to have reached different 
conclusions sometimes. But on this 
one, we are together and we both be
lieve very strongly that this is one 
abuse that ought to be closed. 

I reserve the balance of my time, if I 
have any remaining. 

The PRESIDING OFFICER. Who 
yields time? 

Mr. BUMPERS. Mr. President, I 
wonder if the Senator from Florida 
would yield me 1 minute? 

Mr. CHILES. How much time does 
each side have? 

The PRESIDING OFFICER. The 
Senator from Florida has 7 minutes 
and 30 seconds, and the Senator from 
Iowa has 2 minutes and 40 seconds. 

Mr. CHILES. The Senator from New 
Mexico wishes some time and the Sen
ator from Arkansas, and then I will 
yield back any time we have remaining 
and let the Senator from Iowa use his 
remaining time, and we will call for a 
point of order against the amendment. 

Mr. HEFLIN. I would like to have a 
couple of minutes. 

Mr. CHILES. I yield 2 minutes to 
the Senator from Alabama and 1 
minute to the Senator from Arkansas. 

Mr. BUMPERS. Mr. President, I just 
want to simply say that the Senator 
from Iowa is right about the Christ
mas tree. That is a problem with this 
program and it ought to be eliminated 
and it will be eliminated in conference 
with the House. 

All I am saying is that nobody here 
is arguing that there have not been 
abuses in this program. There is a pro
vision in the House bill that gets at 
those abuses, and that gives our con
ferees and the House conferees wide 
latitude in eliminating them. 
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But you cannot suggest to the farm

ers in Arkansas that they give up the 
right to a deficiency payment because 
they are going to get cut 1 percent on 
their target prices. You take a vote 
down there and I promise you they 
will stick with these deficiency pay
ments every time. They are absolutely 
critical to their survival. 

But I want the Record to show that 
the Senator from Iowa has made a 
cogent point. It can be, it should be, 
and it will be dealt with. But you do 
not have to do it with a broad ax, 
which he is trying to do. 

Mr. President, I yield the floor. 
Mr. CHILES. Mr. President, I yield 1 

minute to the Senator from Mississip
pi. 

Mr. COCHRAN. Mr. President, I 
thank the distinguished manager for 
yielding me 1 minute. 

Let me urge Senators in this brief 
minute to refrain from taking the easy 
way on the proposal. The easy way is 
to try to ingratiate yourself with those 
who are suspicious of farm programs, 
who think there are changes that 
ought to be made in the 1985 farm bill. 
There may be improvements that can 
be made in the farm bill. This may be 
one of them. But we are here trying to 
meet targets established in a biparti
san agreement, not to try to engage in 
one-upmanship political posturing. 

And I am not suggesting that is the 
motivation, but it is a temptation to 
try to do just a little bit better for this 
group of interests or that group of in
terests all the way along as we consid
er this bill. 

Please refrain from voting in sup
port of this amendment and follow the 
managers of this bill and let us try to 
implement the agreement that was 
reached at the summit. 

The PRESIDING OFFICER. The 
Senator's time has expired. 

The Senator from Alabama is recog
nized for 2 minutes. 

Mr. HEFLIN. Mr. President, they 
mentioned abuses involving the Prince 
of Liechtenstein, or something like 
that. That can be cured simply by a 
regulation by the Secretary of Agricul
ture. This matter is subject to regula
tion or any corrections in regardS to 
that. And I certainly think that there 
ought to be. I urge the Secretary of 
Agriculture to adopt the Liechtenstein 
regulation, or whatever it might be 
called, to try to do it. 

But let us not try to ruin one little 
element of the farm bill, as Senator 
BU?tlPERS said, with a broad ax, where 
we do not know what we are cutting 
down. 

You get up here, and you take a 
bulldozer-and that is what this 
Harkin amendment is, a bulldozer
and it may be trying to cut down a 
Christmas tree. And it may be that the 
Christmas tree needs to be cut down 
by a Boy Scout hatchet. But let us not 
use the bulldozer and destroy or bring 

about an uncertainty to the entire 
farm program. 

The solution, in my judgment, to the 
farm program lies in the marketing 
loan. This can have a terrible effect on 
the marketing loan. Two years from 
now, if it has a terrible effect on the 
marketing loan, then we will not be 
finding a solution for wheat, we will 
not be finding it for com and other 
feed grains. 

So I say let us stick with the leader
ship package. Let us stick with the 
procedure at this time. As Senator 
BENTSEN says, vote this amendment 
down with a big vote. It means we may 
not have to be here at 3'clock tomor
row morning. 

So I say let us go with what the lead
ership has done in its package relative 
to this matter and let us not use a 
bulldozer when a Boy Scout hatchet 
can perhaps do the job. 

Thank you. 
The PRESIDING OFFICER. The 

Senator's time had expired. 
Who yields time? 
Mr. CHILES. I yield 2 minutes to 

the Senator from New Mexico. 
The PRESIDING OFFICER. Two 

minutes is yielded to the Senator from 
New Mexico. 

Mr. DOMENIC!. I thank my friend 
from Florida. 

Mr. President, the distinguished 
chairman of the Budget Committee is 
going to make a point of order shortly 
that this amendment is nongermane 
under sections of the Budget Act. 

Frankly, I do not believe we ought to 
pass on the substance of this measure 
today. I think the germaneness issue is 
a very relevant and important one if 
we will just consider what we are 
trying to do here today. We are not 
engaged in an effort to reform the ag
riculture program or the tax laws of 
the country. We are engaged in trying 
to put together a $30 billion deficit 
package. 

The Agriculture Committee of the 
U.S. Senate had a role in this package. 
Interestingly enough, they could have 
done this as part of their savings pack
age. But, I remind the Senate, they 
did not do that. The committee of ju
risdiction, in response to a leadership 
request to save money in the Farm 
Program, saved money in the Farm 
Program, and they did not vote in this 
measure. 

Whether it is good or not so good, 
the Senator from New Mexico is not 
going to pass judgment on that. I am 
going to support the point of order 
and oppose the motion to waive be
cause I see nothing but a litany of 
measures to be offered between now 
and midnight that are amendments to 
the leadership package that were not 
considered and not voted out by the 
committees. If the germaneness rule is 
not used to inhibit, we will never com
plete our work and we will have all 
kinds of votes, few of which will con-

tribute to the deficit reduction pack
age. 

So I urge that everyone understand 
that it is an important vote, not just a 
procedural one. 

I thank the Senator from Florida for 
yielding. 

The PRESIDING OFFICER. The 
Senator's time has expired. 

Mr. HARKIN. Mr. President, how 
much time remains? 

The PRESIDING OFFICER. Two 
minutes and forty seconds. 

Mr. LAUTENBERG. Mr. President, 
I am pleased to join as a cosponsor of 
this important amendment. 

Mr. President, as Congress struggles 
to find ways to cut spending, there is 
one place I would urge all my col
leagues to focus in on: abuses in farm 
programs. 

While spending on housing, mass 
transit and environmental protection 
has been cut or all-but-frozen, the 
costs of agricultural programs have 
been skyrocketing. In the late 1970's, 
costs were under $4 billion annually. 
By 1986, that figure had grown to 
almost $26 billion. 

When there is that kind of growth in 
spending, there is usually a lot of 
waste. That's certainly true with farm 
programs. By exploiting a variety of 
technical loopholes, large farming op
erations are avoiding even the modest 
payment limits set by Congress to hold 
down costs. 

Exploiting these loopholes is easy. 
Under law, no single person can get 
more than $50,000 in certain Farm 
Program payments meant primarily 
for small farmers. But the law defines 
person to include corporations, part
nerships and various other entities. 

So producers who want more money 
from the Government simply find 
someone else and form a corporation. 
With a few minor changes, the new 
person is entitled to an extra $50,000. 
Then, if that is not enough, the pro
ducer can just turn around and do it 
again to qualify for another $50,000. 

A second way producers avoid the 
payment limit is to divide up their 
farms into several parcels. Then they 
rent each parcel to an investor. It does 
not matter whether the investor can 
tell the difference between a pitchfork 
and a dessert fork. With a few minor 
technical changes, he or she qualifies 
the farm for an extra $50,000. 

There are other ways to get around 
the legal limits. They are documented 
in a recent study by the U.S. General 
Accounting Office. As the GAO re
ported, the loopholes in the law are 
large, and producers increasingly are 
exploiting them. 

The horror stories are endless. In 
one case, a group of producers reorga
nized their operations to create 15 sep
arate paper entities, each of which 
qualified for an extra $50,000. Thus, 
instead of receiving the $300,000 maxi-
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mum payment as Congress had intend
ed, they got $1,050,000, a healthy 
$750,000 increase. 

In another case, a company divided 
up its land, found 28 nonfarming in
vestors, and increased its Government 
payments from $50,000 to $1.4 million. 

With returns like that, it is no 
wonder that many farming businesses 
are spending less time farming their 
crops and more time farming the Gov
ernment. 

Many of the so-called farmers who 
qualify for their own $50,000 in farm 
program payments have no direct per
sonal involvement in actual farming. 
Some are even farming American 
crops from overseas. Prince Hans 
Adam of Liechtenstein, for example, is 
part owner of a Texas farm twice the 
size of his homeland. His farming op
eration qualified for $2.2 million in 
Federal subsidies last year. 

These types of scams cost the tax
payers substantial sums of money. Re
organizations are expected to cost $2.3 
billion between 1984 and 1989. This 
money does not aid the small, strug
gling family farmer. It goes largely to 
line the pockets of wealthy investors 
and large, profitable agribusinesses. 

Government waste like this is always 
outrageous. But at a time when our 
economic future depends on reducing 
the budget deficit, it is obscene. 

This amendment will close the 
gaping loopholes in current law. I am 
hopeful it can win with bipartisan sup
port. After all, the costs to the Gov
ernment are significant. Yet the wind
fall is reaped by relatively few produc
ers in relatively few states. 

I urge my colleagues to support this 
amendment. These abuses simply 
must be stopped, and soon. 

Mr. HARKIN. Mr. President, we 
asked the Department of Agriculture 
in our hearings. In fact, I believe it 
was the Senator from Arkansas, Sena
tor PRYOR, if my recollection is cor
rect, who asked the USDA, GAO, and 
the IG's office if, in fact, they could 
correct this through regulation. Their 
response was, no, they could not; it 
would take a change in the law. 

So, again, we have this court case 
pending now. They cannot collect be
cause the law is the law is the law. 
And you cannot really change the law 
with regulations. It is going to take 
the Congress to change the law. 

I might respond to my esteemed col
league from New Mexico that we are 
not trying to reform the agriculture 
program or anything else here. What 
we are, I think, with this amendment 
attempting to do one thing: to close a 
glaring loophole that I do not think 
anybody ever intended to be in the 
farm bill of 1985. 

When we voted for the $50,000 pay
ment limitation I believe that is what 
we really voted for. No one ever antici
pated the Christmas trees that would 
be generated to get above that $50,000 
payment limit. 

I might also respond, just for the 
record, that the committee, the Agri
culture Committee, did not take any 
formal action. With respect to the 
leadership package that we have here, 
we did not have one vote in the Agri
culture Committee on this. It is not a 
formal report of the Agriculture Com
mittee. There were no votes taken. 

The Agriculture Committee reported 
nothing. We simply sent suggestions 
from informal meetings that we had to 
the leadership on where they could ac
complish these cuts. 

So, quite to the contrary to the re
marks made by my distinguished col
league from new Mexico, this is not a 
formal recommendation from the Ag
riculture Committee. No votes were 
ever held in the Agriculture Commit
tee on this measure. 

Again, what we are trying to do here 
is reduce the deficit and hopefully 
trying to reduce the deficit without 
hurting the average American citizen. 
That is what this does. It provides $50 
million of savings this year; $435 mil
lion in savings in 1989, and $420 mil
lion in fiscal year 1990. I daresay that 
if we do not pass this amendment 
today, it is going to go on this year and 
next year and the year after and we 
will expend well over about a billion 
extra dollars in payments to people 
like the Prince of Liechtenstein, who 
do not really need it. 

Mr. President, I ask unanimous con
sent that the following appear in the 
RECORD: 

A listing of the 1986 deficiency pay
ments to participating producers, and 
three articles dealing with this topic, 
one called "King-size Farm Subsidies 
for European Prince," another titled 
"Payments Fit for a Prince," and the 
last titled "Axing a Mississippi Christ
mas Tree and Other Princely Farm 
Subsidies." 

There being no objection, the mate
rial was ordered to be printed in the 
RECORD, as follows: 

FISCAL 1986 DEFICIENCY PAYMENTS TO PARTICIPATING PRODUCERS 

State 

Alabama ............................................................................................................................................................................................................................... . 
Alaska ........................................................................................................................................................................•................ ..•........•.............................. 
Arizona ......................•..............................•...••..............•..•......................................................•...•...............................................................•.......................... 
Arkansas ..................•.....................................................................•..•...•.............................••.•.............................................................................................. 
C31ifornia ............................................................................................................................................ .................................................................................. . 
Colorado ............................................................................................................................................................................................................................... . 
Connecticut.. ............................. ........................................................................................................................................................................................... . 
Delaware .............................................................................................................................................................................................................................. . 
Florida .................................................................................................................................................................................................................................. . 
Georgia ................ ................................................................................................................................................................................................................. . 
Idaho .................................................................................................................................................................................................................................... . 
Illinois ..................................................................................................................... ........................................................................................................ ..... . 
Indiana .......................................................................................................................................................................................... ....................................... . 
Iowa ..................................................................................................................................................................................................................................... . 
Kansas ................................................................................................................................................................................................................................. . 

~=::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::: : :::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::: : ::::::::::::::::::::::::::::::::::::::::::::::::: ::: :: : ::::::::: 
Maine ................................................................................................................................................................................................................................... . 
Maryland .............................................................................................................................................................................................................................. . 
Massachusetts ...................................................................................................................................................................................................................... . 

!~::::::::::: :::::::::::::::::::::::::::::::::::::: :::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::.::::::::::.::::::: :::::::: : ::::::::::: 
Montana ............................................................................................................................................................................................................................... . 
Nebraska .....•......••••....•.•............•.................•.......•........•••..................••.•...•••..........................•..•••.•....•••.•......••..•............................................••..•••.............•... 
Nevada ........ ......................................................................................................................................................................................................................... . 
New Jersey .......................................................................................................................................................................................................................... . 
New Mexico ......................................................................................................................................................................................................................... . 
New York ............................................•.....................................•.......................................••.••..............................•.....•.......•.....•.........•.................................. 
North carolina ...................................................................................................................................................................................................................... . 
North Dakota .................................................................................................................................. ..................................................................................... . 
Ohio ............................................................................................................ ......................................................................................................................... . 
Oklahoma ............................................................................................................................................................................................................................. . 

~iiii~·::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::: :::::: ::::::::::::::::::::::::::::::::: : ::: : :::::::::::::: :: :: : :: : :: ::::: ::::: : : :: ::::::::::::::::::: : ::::::::::::::::::::::: : ::::: : :::::: : :::::::::::: : :: :: 
Rhode Island ........................................................................................................................................................................................................................ . 
South carolina ..................................................................................................................................................................................................................... .. 

Producers 

7,712 
12 

2,175 
21,869 
10,497 
13,892 

20 
423 

1,095 
10,062 
9,683 

99,963 
42,626 

105,597 
90,326 
11,196 
15,333 

90 
2,020 

11 
19,167 
52,776 
11,923 
46,137 
17,828 
68,228 

124 
446 

3,676 
4,648 

13,122 
49,820 
31,851 
37,303 

6,187 
5,022 

4 
4,561 

Total 

Payments 

$52,908,464.06 
188,542.38 

86,116,315.23 
291,215,840.49 
228,615,411.69 
112,437,048.22 

81,821.61 
4,147,959.96 
5,798,443.61 

64,523,820.26 
94,900,532.54 

464,819,021.08 
206,196,470.53 
606,035,949.84 
418,629,600.52 
31,703,330.93 

158,238,656.42 
293,958.72 

11,853,620.49 
21,948.27 

104,840,443.23 
366,768,107.99 
171,807,228.66 
161,288,088.83 
178,487,851.53 
411,007,005.63 

1,009,317.78 
2,623,461.17 

33,092,634.46 
25,352,777.17 
41,175,371.22 

362,104,347.43 
129,424,579.97 
204,488,891.28 
51,866,950.31 
14,898,978.63 

2,180.35 
31,312,905.62 

Greater than or equal to $50,000 

Producers Percent Total payments 

337 4.37 $16,929,031.86 
0 .00 .00 

925 42.53 54,683,564.61 
1,656 7.57 85,130,452.59 
1,996 19.01 103,293,619.82 

179 1.29 9,190,829.82 
0 .00 .00 
4 .95 200,000.00 

21 1.92 1,077,529.71 
219 2.18 11,278,239.50 
146 1.51 7,857,885.22 
283 .28 14,673,291.35 
150 .35 7,871,801.16 
330 .31 17,989,715.37 
331 .37 17,708,909.17 

16 .14 800,000.00 
992 6.47 50,868,524.32 

0 .00 .00 
14 .69 702,777.23 
0 .00 .00 

143 .75 7,742,391.90 
317 .60 16,536,657.11 

1,654 13.87 84,118,428.08 
205 .44 10,437,764.31 
311 1.74 17,118,484.12 
447 .66 22,659,179.39 

3 2.42 179,835.55 
0 .00 .00 

81 2.20 4,839,421.31 
19 .41 952,094.74 
80 .61 4,098,661.81 

208 .42 10,658,876.49 
66 .21 3,349,196.29 

152 .41 7,656,836.37 
73 1.18 3,802,966.40 
3 .06 150,000.00 
0 .00 .00 

159 3.49 8,257,897.42 
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Total 
State 

Greater than or equal to $50,000 

Producers Payments Producers Percent Total payments 

33,454 174,615,563.49 142 .42 7,376,246.73 
13,379 53,438,580.81 184 1.38 9,412,537.46 
77,612 687,804,811.42 3,306 4.26 168,378,177.22 
1,663 8,361,121.41 3 .18 153,855.13 

53 115,377.78 0 .00 .00 
4,524 13,569,770.79 13 .29 654,135.36 

10,520 116,910,266.68 203 1.93 10,384,828.09 
343 1,102,917.83 1 .29 50,000.00 

19,573 98,985,319.60 102 .52 5,396,409.60 
1,152 6,954,949.42 3 .26 150,001.25 

Sooth Dakota ..................... .............................................. .... ....... ....... .. ....................................................... ... .................. ........................ ............ .. .... .... ...... . 
Tennessee ......................................................................................................................................................................................................................... .... . 
Texas ................................................................. ................... ..... ......................................... ........................ .. ....... .. .............................................................. . 
Utah ...................................................................... ........ .......................................................................... .............................. ........... .................................... . 

~ :: : : 
Wisconsin ......................................................... ............................................................ ....... ..................................... ............................................................ . 
Wyoming ............................................................................ ..... ... ........................ .......... ................................................................... ........................... .......... . 

National total. ............................................ ........................................... ....................... ................................ .................................................... ...... . 979,698 6,291,136,557.34 15,477 1.58 804,771,052.66 

Source: USDA. 

FISCAL 1986 DEFICIENCY PAYMENTS TO PARTICIPATING PRODUCERS 

State 

Alaska .....................•...•.•....••........•.•.........•........................................................................... ................... ............... .. ............................................................. 
Connecticut.. .............•..•............................................................................ ............................................................................................................................ 
Maine ....................................................................................................................... ............................................................................................................ . 
Massachusetts ............................................................................................. ..... : ..... ............ ...... ..... ....... ... ............................................................................. . 
New Jersey .......................................... ........................................... .. ................ ............ ...... ..................... ................................. .... ..... ....... ............ ............... . 
Rhode Island ............................................. ............ ............................................. ................................................ .................................................................. . 
Vermont.. ................................ ........................................................................................................................... ... ....... ........................................................ . 
West Virginia ........ ..................................................... ... ............. ................................. ................................ ......... ................................................................ . 
Nevada .......................•.......................................................................................................................................................•.................................................. 
Pennsylvania ..................................................................................... ........................ ................... ............ ....................... .......... ................................. .......... . 
Utah ................................................................................. .. .. ....... .................................... ......................................................... ............................................ . 
Wyoming ........................................................................................................................................... .................................................. ..... ............ .. .............. . i ;: : ; ; : 
New York ........................................................................................... .... .................................. .... ................ .. ...................................................................... . 
Florida ................................................................................................... ....... ........................................................................................................................ . 
Ollio ...................................................•......................................... ................... ....................................•.............................................................................•... 

~;f~ cai~iiia :: : ::::::::::::::::::::::: :::::::::::: : ::::: : :::::: : :::::::::::::::::::::::::: : ::::::::::::::::: : :::::::::::::::::::::::::::: : ::::: : ::::::::::::::: : : :: : : : : :: ::: : : : :: : :: ::: :: ::: : : : : : : ::: : : ::: : : : ::: : :::::::: ::: :::: : :: 
New Mexico ....................................... .................................................................................................................................................................................. . 
Wisconsin ....................................................................................................................................................... ............................... ....................................... . 
South Dakota .................................................................................................................................................... ................ ............... ......... ................. .......... . 
Michigan ........... ... .......................................................................................... ................... .. ............. ............... .. .................. ............. ... ... .. ..... ........... .. .......... . 
Idaho ....................................................................................... ........ ....................... .................... .......................................................................................... . 
Indiana .................................................................................................................... ............................................... .............................................................. . 
Oklahoma ................................................................................................................................. ..... .................. .................................... ....... .......................... . 
South Carolina .......................................... .............................................................. ....... ..................................... ................................. ................................. . 
Colorado ...................................................•...............••.............................................................................................................................................•............. 

=~: : :: : :: :: :: : :: : ::: : : ::: : :: : :::::::::::::::::::::::::::::::::::::::::::::::::::::::: : :::::::::::::::: :: :::::::::::::::::::::::::::::::::::: : : : ::::::::::: : :::::::::::::::::::::::::::::: : :::::::::::::::::::::::::::::::::::: 
North Dakota .................................................................................. ..................................................................................................................................... . 

~s~: : ::::::::::: : :::::::::::::::::::::::::::::::::::: : : :::: :: : : : : : :: : :: : : :: :: : : : ::: :: : : ::: : :::::::: : :::::::::: : :: : : : : : : : : : ::: : : :: :::: : :: : ::::::::::::: : :::: : :::: ::: ::: : ::::: : :: : :: ::: : : :: ::: :::: :: :::::: : ::::::::::: : :::::::::::::::: 
Montana ............................................................ ..................................................................................... ........... .... ............................................................... . 
Minnesota .......................................................... ................................................................................................ .... ................................... ............................ . 
Iowa ........................................................................................................................................... ............................................................. ............................. . 
Kansas .............................................................. .......................................... .................................... ........................................................... .... .......... ............ . 
Alabama ............................................................................................................................................... ................................................................................ . 
Nebraska ..........•.................................•.................................•..........•.•..•....•.•.......•.........•..•....... ..............................................•............... .. ............................. 
Arizona ...•........••...............................•.............................••..........•......•..•.........•....•......... ... ...... .............. ........................•........................... ............................. 

~~~":Pi::::::::::::: : : :::: :: : : :: : ::: :::: : ::::::: ::: ::::: : ::: : ::::: : :::: :: : :: :::::::::::::::::::::::::::::::::::: : :: :: :::::::: :: :: : : : :::::::: : :::::: : :::::::::::::::::: : ::::::: : : : ::::: ::: : :::::::: : : : :: ::::: : :: : :::: :: :::::::::::::: 
Arkansas •.........................••..•.......•........•........•....... ....•.••...................••....................... .......................•.......................... .......... ...........................................•••. 
California ..................... ........................................................................................ ...... ....................................................................................... .................... . 
Texas ................................................................................................................................................................. .................................................................. . 

National total. ................................................................................................................................................ .. ...................................................... . 

Source: USDA. 

Producers 

12 
20 
90 
11 

446 
4 

53 
343 
124 

5,022 
1,663 
1,152 

423 
4,524 
2,020 

11,196 
4,648 
1,095 

31,851 
6,187 

13,122 
3,676 

19,573 
33,454 
19,167 
9,683 

42,626 
37,303 
4,561 

13,892 
13,379 
10,520 
46,137 
49,820 
10,062 
99,963 
17,828 
52,776 

105,597 
90,326 
7,712 

68,228 
2,175 

15,333 
11,923 
21,869 
10,497 
77,612 

979,698 

CFrom the Washington Post, Dec. 10, 19861 
KING-SIZE FARM SUBSIDY FOR EUROPEAN 

PRINCE 

<By Andrew Mangan) 
The crown prince of Liechtenstein is a 

partner in a Texas farm that is larger than 
his own country-and collects king-size sub
sidies from the U.S. government. 

near its headquarters, 17 ,000 acres east of 
Dallas in Hopkins County, and 9,500 acres 
near Texarkana. Records detailing the hold
ings and government subsidies were made 
available by federal agriculture officials in 
Brazoria County. 

Subsidies of $2.2 million, the largest sup
port payment to any farm in Texas this 
year, went to Farms of Texas Co., a $70 mil
lion partnership owned by Crown Prince 
Hans Adam of Liechtenstein and Interna
tional Paper Co., headquartered in New 
York, according to the Agriculture Depart
ment. 

Hans Adam, 41, heir-apparent to the 
throne, owns half of the partnership, which 
controls 50,000 acres in Brazoria County 

The principality is far smaller than the 
prince's Texas holdings. Nestled in a valley 
between Switzerland and Austria, Liechten
stein covers slightly less than 40,000 acres. 

Various properties accumulated by the 
royal family over the past 700 years are ad
ministered by the Prince of Liechtenstein 
Foundation, which has been acquiring 
American farmland. 

International Paper is one of the world's 
largest natural-resources companies, hold
ing more than 6.3 million acres of timber
land. 

Total Greater than or equal to $50,000 

Payments Producers Percent Total payments 

$188,542.38 0 0.00 $0.00 
81,821.61 0 .00 .00 

293,958.72 0 .00 .00 
21,948.27 0 .00 .00 

2,623,461.17 0 .00 .00 
2,180.35 0 .00 .00 

115,377.78 0 .00 .00 
1,102,917.83 1 .29 50,000.00 
1,009,317.78 3 2.42 179,835.55 

14,898,978.63 3 .06 150,000.00 
8,361,121.41 3 .18 153,855.13 
6,954,949.42 3 .26 150,001.25 
3,147,959.96 4 .95 200,000.00 

13,569,770.79 13 .29 654,135.36 
11,853,620.49 14 .69 702,777.23 
31,703,330.93 16 .14 800,000.00 
25,352, 777.17 19 .41 952,094.74 
5,798,443.61 21 1.92 1,077,529.71 

129,424,579.97 66 .21 3,349,196.29 
51,866,950.31 73 1.18 3,802,966.40 
41,175,371.22 80 .61 4,098,661.81 
33,092,634.46 81 2.20 4,839,421.31 
98,985,319.60 102 .52 5,396,409.60 

174,615,563.49 142 .42 7,376,246.73 
104,840,443.23 143 .75 7,742,391.90 
94,900,532.54 146 1.51 7 ,857,885.22 

206,196,470.53 150 .35 7,871,801.16 
204,488,891.28 152 .41 7 ,656,836.37 
31,312,905.62 159 3.49 8,257,897.42 

112,437 ,048.22 179 1.29 9,190,828.62 
53,438,580.81 184 1.38 9,412,537.46 

116,910,266.68 203 1.93 10,384,828.09 
161,288,088.83 205 .44 10,437,764.31 
362,104,347.43 208 .42 10,658,876.49 
64,523,820.26 219 2.18 11,278,239.50 

464,819,021.08 283 .28 14,673,291.35 
178,487,851.53 311 1.74 17,118,484.12 
366,768,107.99 317 .60 16,536,657.11 
606,035,949.84 330 .31 17,989,715.37 
418,629,600.52 331 .37 17' 708,909.17 
52,908,464.06 337 4.37 16,929,031.86 

411,007,005.63 447 .66 22,659,179.39 
86,116,315.23 925 42.53 54,683,564.61 

158,238,656.42 992 6.47 50,868,524.32 
171,807,228.66 1,654 13.87 84,118,428.08 
291,215,840.49 1,656 7.57 85,130,452.59 
288,615,411.69 1,996 19.01 103,293,619.82 
687,804,811.42 3,306 4.26 168,378,177.22 

6,291,136,557.34 15,477 1.58% 804,771,052.66 

USDA officials said the money paid to 
Farms of Texas easily surpassed payments 
to any other farm in the state in 1986. 

The government spent a record $25.6 bil
lion in fiscal 1986 on various agriculture 
programs. Provisions in last year's farm law 
aimed at helping the family farm are result
ing in large payments to major institutions. 

Dan Mathews, who manages 90,000 acres 
of farm and ranch land for the prince's 
Farms of Texas, said he tqok part in the 
federal subsidy program not because he 
wanted to, but because he had to. 

"In 1985 we didn't participate because we 
could operate outside the government pro
gram," Mathews said in a telephone inter
view. "But in 1986 we were forced in. By 
forced, I mean the government started sell
ing rice at half price. Either you join in the 
program or go broke." 
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Under the farm act, prices were slashed to 

make U.S. products more attractive to for
eign buyers. Farmers are protected from the 
cuts through direct subsidies to make up 
lost income. 

"We're not trying to milk the government, 
but we just can't farm against them at half 
price," Mathews said. · 

Sen. Phil Gramm <R-Tex.> said the subsi
dy system should be restructured to close 
loopholes. 

Rep. E <Kika> de la Garza <D-Tex.>, chair
man of the House Agriculture Committee, 
defended the payments to Farms of Texas 
Co., saying such subsidies "are not welfare 
payments. They are for supply manage
ment." 

The problem should be partly solved when 
newly passed legislation capping total subsi
dies to farmers at $250,000 goes into effect 
next year, de la Garza said. 

[From The Washington Post, Dec. 15, 19861 
PAYMENTS FIT FOR A PRINCE 

The ultimate family farmer has emerged. 
He is Crown Prince Hans Adam of Liechten
stein, partner with giant International 
Paper Co. in a little something called Farms 
of Texas Co. For growing rice and other 
crops on about 75,000 acres <twice the size 
of Liechtenstein), the prince and paper com
pany this year will collect an estimated $2.2 
million in federal farm support payments, 
the most of any farm in Texas. 

The stories of large support payments to 
the . rich have become familiar. Especially 
amid budget cuts for other sectors of socie
ty, they have stirred great indignation, and 
indeed something needs to be done about 
them. But don't be fooled. Cap the pay
ments to the gentleman and corporate farm
ers, and you will increase the fairness of 
these programs but not greatly reduce their 
cost. The costs are high not because of rip
offs, but because Congress in the bill it 
passed in 1985 made the programs too gen
erous. 

The target prices on which subsidies are 
based will come down over the life of the 
bill, but too slowly. Because the targets are 
so high, many more farmers than in the 
past have been drawn into the programs. 
But the acreage controls are such that pro
duction per farmer is also high. The govern
ment thus has, as the budget people put it, 
a lot of exposure. The biggest operations 
and most generously subsidized are in 
cotton and rice. But cotton and rice account 
together for only about $3 billion of the 
roughly $25 billion that the programs will 
cost this year. Half the total cost will come 
in corn, where yearly payments per farmer 
tend to be less than $50,000. 

Congress will get back into the farm issue 
next year; so at least it threatens. A favorite 
panacea is to cap payments per farmer. On 
paper they already are capped at $50,000 a 
year. If that were enforced across all the 
programs, cotton and rice included, budget 
officers say the government would save only 
several hundred million dollars a year. 
Other proposals are to target payments only 
on the needy. The budget experts warn that 
this population would be hard to define 
<would you use net income? return on in
vestment? assets versu8 debt?> and that the 
government could end up subsidizing the 
least efficient producers. In any case farm
ers don't want what they regard as "wel
fare." a third possibility is to-forgive the 
word-"decouple" income supports and pro
duction, so that farmers wouldn't have to 
grow crops already in surplus to earn their 

payments. How long would the country's 
nonfarmers stand for that? 

Still other legislators are proposing pro
duction controls. Instead of having the gov
ernment buy surpluses, they would forbid 
farmers to produce them. Production would 
be tailored by the Agriculture Department 
to match demand. Support costs would go 
down, but prices would go up. To some 
extent the United States would yield the 
export market, and the program would re
quire an enormous federal presence, much 
larger than its advocates acknowledge: 
Uncle Sam would be the scarecrow in every 
field. 

The right alternative is to reduce the 
target prices, not so precipitously as to jeop
ardize the shaky farm credit system, but 
clearly faster than in current law. The high 
supports compound the problem of oversup
ply that they are meant to solve. yes, weed 
out the rich; put a cap on supporters to any 
one producer. But carefully lower the whole 
lake at the same time. 

AxING A MISSISSIPPI C'HRISTMAS TREE AND 
OTHER PRINCELY FARM SUBSIDIES 

(By Ward Sinclair) 
Up on Capitol Hill, they're chopping down 

the Mississippi Christmas tree, and they 
may even take some of the fun out of Amer
ican-style farming for the crown prince of 
Liechtenstein before 'they're done. 

Which is to say that Congress, after 
having failed in several previous attempts, is 
trying one more time to plug the legal loop
holes that have allowed many farmers and 
unreasonable facsimiles to collect millions 
of dollars worth of unintended federal farm 
subsidies. 

Investigations by Congress, the General 
Accounting Office and the Agriculture De
partment since 1985 have disclosed that 
hundreds of farmers and investors have 
farmed the loopholes to a fare-thee-well, in 
some cases collecting more than $1 million 
each when the ostensible limit is $50,000. 

Among the more eye-catching findings: 
The Mississippi Christmas tree, a lawyer's 

invention that showed land owners and 
farmers who to subdivide and reorganize 
farms into multiple legal entities to qualify 
for more than one maximum payment of 
$50,000. In one case, 26 California investors 
each received $50,000 from the same farm; 
in another, 56 tenants of a big California 
rice farm split $1.5 million in subsidies with 
the family that owned the property. 

A 75,000-acre farming operation in Texas, 
owned Jointly by Crown Prince Hans Adam 
of Liechtenstein and the International 
Paper Co., qualified for about $2.2 million in 
federal subsidy payments last year. The 
farm is twice the size of the prince's home
land. 

Now the House Agriculture Committee, 
embarrassed by the publicity and chastened 
by urban legislator's complaints about ex
cesses in the farm programs, has approved 
legislation designed to stem the flow of 
income subsidies. 

As part of a budget reconciliation package, 
farm-state lawmakers worked out a compro
mise with Rep. Charles E. Schumer <D
N. Y.> that could prevent millions of dollars 
in unwarranted payments over the next sev
eral years. 

"The days of million-dollar farm pay
ments to individuals are over," Schumer 
said. "It will soon take more than a clever 
lawyer and a friend who owns land to collect 
farm payments. We may not have eliminat
ed government rip-offs completely, but we 
made a big dent." 

Added Rep. Leon E. Panetta <D-Calif.), an 
Agriculture Committee member who worked 
on the compromise: "Reducing federal 
budget deficits too often means reducing 
benefits for people in genuine need. But this 
is a case where wealthy investors and large 
farm operations are ripping off the system 
for millions of dollars a year. There should 
be no hesitation about ... ending this wel
fare system for the rich." 

Sen. Tom Harkin CD-Iowa> said yesterday 
that he intends to offer similar subsidy 
curbs when the Senate Agriculture Commit
tee takes its reconciliation package to the 
floor. Harkin said his proposal will aim to 
assure that only legitimate farmers qualify 
for federal assistance. 

The· House package was worked out be
tween Schumer, whose challenges last year 
got the Agriculture Committee moving, and 
Reps. Panetta, Dan Glickman <D-Kan.> and 
Jerry Huckaby <D-La.>, key subcommittee 
chairmen. 

Their agreement would allow subsidies 
only for active farmers who make signifi
cant contributions of labor, management, 
land, equipment or capital to the operation. 
Foreign land owners who are not active par
ticipants in their farming operations here 
would be barred from receiving subsidy pay
ments. 

The Christmas tree scheme would be 
banned by limiting individuals to maximum 
payments from no more than three legal 
farming entities-that is, $150,000. 

Another section of law allows farmers to 
receive as much as $200,000 in additional 
federal payments not covered by the $50,000 
direct-subsidy limit. 

Mr. DOLE. Mr. President, the Amer
ican people are demanding-and cor
rectly so-that the Congress knuckle 
down and reduce the deficit. This rec
onciliation package, while not achiev
ing the size of reductions I had hoped 
we would accomplish, represents the 
last chance we have for deficit reduc
tion this year. 

Therefore, the leadership has 
pledged to oppose all amendments 
seeking to add extraneous issues to the 
leadership package. There are several 
amendments that have been brought 
to my attention which have substan
tial merit, and the Harkin amendment 
certainly fits in that category. 

I know that the distinguished chair
man and ranking member of the Com
mittee on Agriculture share my belief 
that the intent of the amendment of 
the Senator from Iowa is worth pursu
ing. Furthermore, I know the commit
tee will bring this proposal before the 
committee in the near future. 

Unfortunately, to date, the amend
ment has had only 1 day of hearings 
before the Committee on Agriculture, 
and at that hearing only one witness, 
from the General Accounting Office, 
was able to testify. If we are able to 
give close and careful consideration to 
this proposal, we might find some im
provements which could be made. 
However, with the current parliamen
tary situation, no perfecting amend
ment can be offered at this time. 

Mr. President, for these reasons I 
will vote not to waive the point of 



December 10, 1987 CONGRESSIONAL RECORD-SENATE 34847 
order at this time. I do so, however, 
with the knowledge that the proposal 
of the Senator from Iowa will be given 
full and fair hearings at the Commit
tee on Agriculture, and that the issue 
will be before the Senate once again in 
the very near future. 

The PRESIDING OFFICER. The 
Senator from Florida has 41 seconds. 

Mr. CHILES. Mr. President, I have 
listened to the arguments. The Sena
tor from Iowa certainly makes some 
very fine arguments for the amend
ment. The Senator from Florida is 
compelled to raise a point of order 
against the amendment as we will 
raise against all of the nongermane 
amendments to the leadership pack
age and to say that there may be 
many, many well-meaning amend
ments that are out there that could be 
made to this package. What we are 
about now, of course, is trying to put 
together this leadership package. 

We did ask for the advice and con
sent, certainly of the major commit
tees, the committees that were asked 
to make savings, and the Agriculture 
Committee was one of those commit
tees that had to make savings. We 
took their advice and relied on their 
advice and worked with them and 
made sure that those savings would be 
sufficient to meet the leadership 
agreement needs, the summit agree
ment needs, and that is what we have. 

So, for those reasons, I hope that 
the amendment will not be adopted on 
this measure. Certainly none of us 
want to follow, I certainly do not, the 
Christmas tree provisions or the 
others. But, if it is meritorious, then it 
should rise again on its merits on a ve
hicle that is proper for it. 

So, Mr. President, I would yield back 
the remainder of my time and, pursu
ant to section 310<e> of the Budget Act 
I would raise the point of order 
against the amendment on the basis 
that it is not germane to the provi
sions of S. 1920, that it does address 
new matter not included in S. 1920, 
and that it is not germane and subject 
to a point of order under No. 310(e) of 
the Budget Act. 

Mr. HARKIN. Mr. President, I move 
to waive the Budget Act for consider
ation and ask for the yeas and nays. 

The PRESIDING OFFICER. Is 
there a sufficient second? There is a 
sufficient second. 

The yeas and nays were ordered. 
The PRESIDING OFFICER. The 

motion is debatable. 
Who yields time? 
Mr. CHILES. I yield back all my 

time. 
Mr. HARKIN. Mr. President, I sug

gest the absence of a quorum. 
The PRESIDING OFFICER. The 

clerk will call the roll. 
The legislative clerk proceeded to 

call the roll. 

Mr. HARKIN. Mr. President, I ask 
unanimous consent that the order for 
the quorum call be dispensed with. 

The PRESIDING OFFICER. With
out objection, it is so ordered. 

Mr. HARKIN. Mr. President, it is 
not my intent to take any additional 
time. I understood at least one other 
Senator wanted to speak on this and I 
wanted to at least give that Senator 
the opportunity to do so. 

I did want to, however, make one 
other point that I did not make, with 
the time that I had before. 

A lot has been said about the so
called Huckaby amendment that is in 
the House provision of the bill and, in 
that context, a lot was said about not 
reopening the 1985 farm bill and not 
messing with the 1985 farm bill. 

I pointed out the package in front of 
us does mess with the 1985 farm bill in 
terms of changing target prices and 
loan rates and whole base bids and 
raising the unpaid ARP, lowering the 
loan rates, adjusting the loan rates 
and many other things. So a lot of 
changes were made in the 1985 farm 
bill in this package. 

I might also point out that with the 
so-called Huckaby amendment in the 
House, that is also, not consistent with 
the 1985 farm bill. And lest there be 
any confusion about this, the Huckaby 
amendment in the House raises the 
$50,000 limit effectively to $100,000; 
raises it from $50,000 to $100,000 per 
operator, and also raises the total 
amount that any one farmer or opera
tor could receive from $250,000 to 
$500,000. 

So, while the Huckaby amendment, I 
would be frank to admit, does close 
partially the loophole that allows the 
Christmas trees here and everything 
else, the Huckaby amendment basical
ly cuts a tier off of this Christmas tree 
but leaves the rest of it there. 

So, while it does save a little bit, it 
still raises the maximum payment 
from $50,000 to $100,000; I do not 
know if that is what the Senators 
want to do. 

Mr. President, if we are ready to 
vote, and I think we are, I would now 
yield back the remainder of my time. 

Mr. CHILES. I yield back the re
mainder of my time. 

The PRESIDING OFFICER. The 
Senator from Florida yielded back the 
remainder of his time. 

The Senator from Iowa-the Sena
tor from Arizona? 

Mr. DECONCINI. I do not know who 
is controlling the time. I would like a 
minute and a half. 

The PRESIDING OFFICER. Both 
Senators yielded back the remainder 
of their time. 

Mr. DECONCINI. That means I am 
cut off from saying anything in this 
case? 

The PRESIDING OFFICER. The 
Senator may ask for unanimous con
sent. 

Mr. DECONCINI. I ask unanimous 
consent for 1 minute that I may speak 
in opposition to the amendment by 
the Senator. 

The PRESIDING OFFICER. With
out objection, it is so ordered. 

Mr. DECONCINI. I apologize to my 
colleagues for having to infringe on 
the time here. I appreciate the time 
constraints but I am very concerned 
about having to revisit this subject 
matter again and again. The Senator 
from Iowa, if I understand his amend
ment, would reduce the payment limi
tation. In a State like Arizona that is 
going to cause a great market problem 
because our producers, particularly 
cotton producers, will produce in a 
very large amount, from fencepost to 
fencepost, if they are not included in 
this particular subsidized program. We 
are trying to lower subsidies. This is 
not going to end up lowering it. It is 
going to end up costing more. 

Likewise, I understand this is al
ready going to be in conference. We 
have very fine conferees here who 
have worked long and hard on this 
particular subject matter. We ought to 
leave it to them. 

I was listening in my office to the 
Senator from Alabama and I think he 
says it better than I have been able to 
explain it, but this proposal is detri
mental to any efforts to reduce the 
costs of the farm subsidy program. 

In the Senator's State of Iowa these 
limitations may be considered very 
substantial. But coming from a State 
where we must do agriculture on a 
large basis for it to be economical, 
these are family farms, too, and they 
happen to be very large. 

So, Mr. President, I hope that the 
amendment by the Senator from Iowa, 
with all due respect to his expertise in 
this area and he is a good friend of 
mine, will be defeated. Again, I thank 
the body for indulging me that 1 
minute. 

The PRESIDING OFFICER. All 
time has expired. 

Mr. HARKIN. Mr. President, I ask 
unanimous consent that a letter from 
the National Taxpayers Union be 
printed in the RECORD at this point. 

There being no objection, the letter 
was ordered to be printed in the 
RECORD, as follows: 

NATIONAL TAXPAYERS UNION, 
Washington. DC, December 8, 1987. 

Re: Harkin amendment to the FY 1988 Rec
onciliation bill to more effectively limit 
farm support payments to $50,000. 

DEAR SENATOR: The National Taxpayers 
Union supports an amendment that Sen. 
Tom Hark.in will offer to the FY 1988 recon
ciliation bill. The proposed language would 
tighten definitions in 1985 farm legislation 
to close loopholes that allow individuals and 
corporations to circumvent the $50,000 pay
ment limit. Unless this amendment is ap
proved, many wealthy farm operators will 
continue to harvest hundreds of thousands, 
even millions of dollars in federal subsidies. 
The Hark.in language will assure that caps 
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on farm price support payments set by Con
gress will be more closely applied. 

The National Taxpayers Union has 
watched the startling increase in farm subsi
dies over the past seven years. In our view, 
these excessive subsidies have provided in
appropriate incentives which promoted pro
duction far beyond demand, exacerbating 
the very situation the government is trying 
to correct. 

In order to restrain farm subsidies, Con
gress has tried to place a $50,000 cap on 
total price support payments that can be 
made to a farmer or a farm operation. How
ever, farmers and other owners have found 
legal means under current law to circum
vent the prescribed limits. Farms have been 
divided into smaller units, corporate owner
ships have been creatively rearranged, and 
the definition of a person has taken on new 
meanings. 

Sen. Tom Harkin has proposed language 
that would close these loopholes. If the 
Harkin language were adopted, the Congres
sional Budget Office estimates the govern
ment would save $50 million in FY 1988, 
$435 million in FY 1989 and $420 million in 
FY 1990. 

It is time to reduce farm subsidies; they 
are too costly and they stimulate too much 
production. The National Taxpayers Union 
urges you to support the small cutback Sen
ator Harkin is proposing. By your yes vote 
you will save the U.S. Treasury almost $1.0 
billion over the next three years. 

Sincerely, 
SHEILA MACDONALD, 

Director, Government Relations. 

The PRESIDING OFFICER. The 
question is on agreeing to the motion 
of the Senator from Iowa to waive the 
Budget Act. The yeas and nays have 
been ordered and the clerk will call 
the roll. 

The legislative clerk called the roll. 
Mr. CRANSTON. I announce that 

the Senator from North Dakota [Mr. 
BURDICK], the Senator from Tennessee 
[Mr. GoRE], and the Senator from Illi
nois [Mr. SIMON] are necessarily 
absent. 

I further announce that, if present 
and voting, the Senator from North 
Dakota [Mr. BURDICK] would vote 
"yea." 

Mr. SIMPSON. I announce that the 
Senator from California [Mr. WILSON] 
is necessarily absent. 

The PRESIDING OFFICER. Are 
there any other Senators in the Cham
ber desiring to vote? 

The result was announced-yeas 47, 
nays 49, as follows: 

CRollcall Vote No. 402 Leg.] 
YEAS-47 

Biden 
Bingaman 
Bond 
Boschwitz 
Bradley 
Cohen 
Conrad 
D'Amato 
Danforth 
Daschle 
Dixon 
Dodd 
Duren berger 
Evans 
Exon 
Glenn 

Grassley 
Harkin 
Heinz 
Helms 
Humphrey 
Karnes 
Kasten 
Kennedy 
Kerry 
Lau ten berg 
Leahy 
Levin 
Lugar 
McConnell 
Metzenbaum 
Mikulski 

Mitchell 
Nickles 
Pressler 
Proxmire 
Quayle 
Roth 
Rudman 
Sanford 
Sar banes 
Specter 
Stafford 
Thurmond 
Trible 
Weicker 
Wirth 

Adams 
Armstrong 
Baucus 
Bentsen 
Boren 
Breaux 
Bumpers 
Byrd 
Chafee 
Chiles 
Cochran 
Cranston 
De Concini 
Dole 
Domenici 
Ford 
Fowler 

NAYS-49 
Garn 
Graham 
Gramm 
Hatch 
Hatfield 
Hecht 
Heflin 
Hollings 
Inouye 
Johnston 
Kassebaum 
Matsunaga 
McCain 
McClure 
Melcher 
Moynihan 
Murkowski 

Nunn 
Packwood 
Pell 
Pryor 
Reid 
Riegle 
Rockefeller 
Sasser 
Shelby 
Simpson 
Stennis 
Stevens 
Symms 
Wallop 
Warner 

NOT VOTING-4 
Burdick 
Gore 

Simon 
Wilson 

The PRESIDING OFFICER. Are 
there other- Senators in the Chamber 
wishing to vote? If not, on this vote, 
there are 4 7 yeas and 49 nays. Three
fifths of the Senators present, duly 
chosen and sworn not having voted in 
the affirmative, the motion is not 
agreed to. The amendment adds new 
subject matter not contained in the 
bill or the pending amendment. It is 
not germane as required by section 
305(b) of the Budget Act, and there
fore, as previously announced, the 
amendment falls. 

Mr. CHILES. Mr. President, I move 
to reconsider the vote by which the 
motion was rejected. 

Mr. DOMENIC!. I move to lay that 
motion on the table. . 

The motion to lay on the table was 
agreed to. 

The PRESIDING OFFICER. The 
Senate will come to order. 

Who yields time? 
Mr. CHILES. Mr. President, I think 

the Senator from New Jersey would 
like recognition for an amendment. I 
think the Senator from Maine wanted 
a couple of minutes on the previous 
amendment. 

Mr. EXON. Mr. President, I have no 
objection to that. 

Mr. LEAHY addressed the Chair. 
The PRESIDING OFFICER. Does 

the Senator from Florida yield time? 
Mr. CHILES. I yield to the Senator 

from Vermont. 
The PRESIDING OFFICER. The 

Senator from Florida yields time to 
the Senator from Vermont. 

Mr. LEAHY. Mr. President, I will be 
brief. I do not speak on this last 
amendment. I understand that a 
number of Senators are twixt and be
tween a rock and a hard place on it be
cause some want to support the 
amendment but also want to support 
the leadership in requesting all 
amendments in this package which is 
not a bad position to be in. 

The leadership, I know, has worked 
very, very hard to put together a pack
age. There is an agricultural section 
which the leadership worked out with 
us to put in. I found myself with that 
same kind of concern. I voted for the 
Harkin amendment although I want 

very much to support the leadership 
getting through a package that does 
not stray from what we have here. 

I would note, Mr. President, that at 
some point this "person" definition is 
going to have to be changed. This is 
probably not the package because of 
the procedural problems to do it in but 
sooner or later it is going to be done. I 
hope that is in the committee of con
ference because the House has a dif
ferent definition than we do in the 
Senate. 

I must say, Mr. President, that I 
expect the Senator from Iowa to be on 
the floor with changes in this again. I 
am going to want to see changes in it 
as one who will have to bring a farm 
bill to the floor. I do not want to have 
to carry the heavy burden of an out
of-date "person" definition. 

I do not want to carry the burden of 
having to defend a farm program that 
has with it an irrational system that 
just begs editorial writers and editorial 
cartoonists in opposition to the whole 
farm program because of it. So this 
may not have been the package to 
make the change. It is why I did not 
speak on it earlier but the change will 
come and will have to come. 

Mr. President, one other thing. I 
think this is the appropriate thing to 
do. On behalf of the Committee on 
Agriculture, Nutrition, and Forestry, I 
am submitting the attached program 
allocation pursuant to section 302(b) 
of the Congressional Budget and Im
poundment Control Act. 

I ask unanimous consent that the 
committee's section 302(b) program al
location and program account assign
ments be printed in the CONGRESSION
AL RECORD. 

There being no objection, the mate
rial was ordered to be printed in the 
RECORD, as follows: 

Committee on Agriculture, Nutrition and 
Forestry 

[Program allocation for fiscal year 19881 

Rural Development, Electric and 
Telephone Programs-Direct 
spending: 

Budget authority................................ 1,560 
Outlays................................................. 1,672 

Conservation, Land Management 
and Forestry Programs-Direct 
spending: 

Budget authority ............................... . 
Outlays ................................................ . 

Farmer's Home and Farm Credit 
Programs-Direct spending: 

618 
606 

Budget authority................................ 933 
Outlays................................................. 3,710 

Farm and Commodity Programs
Direct spending: 

Budget authority ................................ 23,114 
outlays ................................................. 22,871 

Ocean Freight Differential-Direct 
spending: 

Budget authority ............................... . 
Outlays ................................................ . 

Nutrition Programs-Entitlements 
funded in appropriations ac
counts: 

60 
60 

Budget authority.............................. .. 4,454 
Outlays......................................... ........ 4,425 
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Committee Total-Direct spending: 

Budget authority................................ 26,285 
Outlays................................................. 28,919 

Entitlements funded in appropria
tions accounts: 

Budget authority................................ 4,454 
Outlays................................................. 4,425 

COMMITTEE ON AGRICULTURE, NUTRITION AND 
FORESTRY 

[Program account assignments] 
Program: Rural Development, Electric 

and Telephone Programs-Account Num
bers: 

12 3100 0 1 271 FCl 2064 
12 4230 0 3 271 BOl 2064 
12 4230 0 3 271 FCl 2064 
12 4231 0 3 452 BAl 2064 

Program: Conservation, Land Manage
ment and Forestry Programs-Account 
Numbers: 

12 8210 0 7 301 BCl 2064 
12 5219 0 2 302 BAl 2064 
12 8028 0 7 302 BCl 2064 
12 8210 0 7 302 BCl 2064 
12 9922 0 2 302 BA3 4264 
12 9921 0 2 852 BAl 2064 

Program: Farmer's Home and Farm Credit 
Programs-Account Numbers: 

12 4140 0 3 351 BAl 2064 
78 4131 0 3 351 BDl 2064 
12 4155 0 3 452 BDl 2064 

Program: Farm and Commodity Pro-
grams-Account Numbers: 

12 4336 0 3 351 BAl 2064 
12 4336 0 3 351 FCl 2064 
12 5210 0 2 351 BAl 2064 
12 8412 0 8 351 BBl 2064 
12 1500 0 1 352 BAl 2064 
12 5070 0 2 352 BAl 2064 
12 8137 0 7 352 BCl 2064 
12 8203 0 7 352 BCl 2064 
12 8214 0 7 352 BCl 2064 
12 8218 0 7 352 BCl 2064 
12 8227 0 7 352 BCl 2064 
12 8232 0 7 352 BCl 2064 
12 9971 0 7 352 BCl 2064 
12 9972 0 7 352 BCl 2064 

Program: Ocean Freight Differential-Ac
count Numbers: 

69 1751 0 1403 BAl 2064 
Program: Nutrition Programs-Account 

Numbers: 
12 3502 0 1 605 AAl RD RD 
12 3502 0 1 605 HAl RD RD 
12 3539 0 1 605 AAl RD RD 
12 3539 0 1 605 AA2 RD RD 
12 3539 0 1 605 AA3 RD RD 

Mr. LEAHY. I thank the Senator 
from Florida for yielding. 

Mr. BYRD. Mr. President, will the 
Senator yield for 1 minute? 

Mr. CHILES. I certainly yield to the 
majority leader. 

A MEETING WITH SECRETARY 
SHULTZ 

Mr. BYRD. Mr. President, Secretary 
of State Shultz is in room S-407. For 
any Senator wishing to go up and 
listen to the Secretary, he will be com
menting on the summit and the joint 
statement. He has to leave at 4:30 to 
go to the House side, and then he is 
preparing to go to Europe. 

So if any Senators wish to go up 
there, he is there waiting now in room 
S-407. 

OMNIBUS BUDGET 
RECONCILIATION ACT OF 1987 
The Senate continued with the con

sideration of the bill <S. 1920). 
Mr. CHILES addressed the Chair. 
The PRESIDING OFFICER. The 

Senator from Florida. 
Mr. CHILES. Mr. President, I just 

wanted to say in regard to controlling 
time in opposition to the amendment I 
would like to yield to the Senator from 
Arkansas, Senator PRYOR, time in op
position to the amendment. 

Mr. EXON. Who will control the 
time? 

Mr. CHILES. The Senator from Ne
braska. 

Mr. EXON. As I understand it, there 
is 1 hour equally divided. 

Mr. CHILES. That is correct. 
The PRESIDING OFFICER. The 

Senator is correct. 
Mr. DOMENIC!. Will the Senator 

from Nebraska yield 30 seconds on my 
time? 

Mr. EXON. Yes. 
Mr. DOMENIC!. Might I ask the 

Senator from Florida if I am correct, 
after the so-called "chicken-farm 
amendment" -is that the nickname of 
this amendment? 

Mr. EXON. The chicken-farm 
amendment. 

Mr. DOMENIC!. Do I understand 
that the distinguished Senator from 
Kansas, Senator KASSEBAUM, is pre
pared to go immediately after this 
amendment regardless of the disposi
tion of her substitute package? 

Mr. CHILES. I understand that is 
correct. 

Mr. EXON. I have discussed this 
with the Senator from Kansas. She 
told me she intended to do so. 

Mr. DOMENIC!. I thank the Sena
tor. 

I wonder if we might ask the Senate 
if it would grant unanimous consent to 
the ordering of the amendments in the 
following manner: immediately follow
ing the Exon amendment, Senator 
KASSEBAUM with her freeze amend
ment would be the next pending busi
ness. 

The PRESIDING OFFICER. Is 
there objection? 

Mr. BUMPERS. Mr. President, re
serving the right to object, I would 
like to request that the Senator 
change slightly to say after final dis
position of the Bradley amendment, 
then the Kassebaum amendment 
would be the next amendment in 
order. 

Mr. DOMENIC!. I thought I said 
that. I apologize if I did not. I said dis
position of it regardless of its disposi
tion. 

Mr. BUMPERS. Or how it is dis
posed of. 

Mr. DOMENIC!. Or how it is dis
posed of. I modify my request. 

The PRESIDING OFFICER. Is 
there objection? 

Mr. BYRD. Mr. President, reserving 
the right to object, I want to be sure 
that Budget Act points of order are 
preserved in requesting sequencing of 
amendments. I add that to the re
quest. 

The PRESIDING OFFICER. Is 
there objection heard to the request of 
the Senator from New Mexico? 

Mr. DOMENIC!. As modified by the 
majority leader. 

The PRESIDING OFFICER. Hear
ing no objection, that will be the 
order. 

AMENDMENT NO. 1258 

<Purpose: To repeal the suspense account 
for farm corporations required to use ac
crual method of accounting and to in
crease the gross receipts test from 
$25,000,000 to $50,000,000) 
The PRESIDING OFFICER. The 

Senator from Nebraska is recognized. 
Mr. EXON. Mr. President, I send an 

amendment to the desk and ask for its 
immediate consideration. 

The PRESIDING OFFICER. The 
clerk will report. 

The assistant legislative clerk read 
as follows: 

The Senator from Nebraska CMr. ExoNl, 
for himself Mr. BRADLEY, Mr. SANFORD, Mr. 
CHAFEE, Mr. GLENN, Mr. DIXON, and Mr. 
DuRENBERGER, proposes an amendment num
bered 1258. 

On page 344 strike section 4504(b) of the 
amendment. 

On page 342, line 1 in section 
447(d)(2)(A)(ii) of the Internal Revenue 
Code of 1986, as added by section 4504(a) of 
the bill, strike "$25,000,000" and insert 
"$50,000,000". 

Mr. EXON. Mr. President, I rise 
today in support of an amendment by 
myself and others to the tax portion 
of the reconciliation bill which would 
do two things: it would help to further 
reduce the Federal deficit while at the 
same time ending an abuse and gross 
unfairness in our tax laws. 

Yes, it takes a tough man to make 
tender chickens. But all it takes is a 
few tough Senators who are not chick
ens to bring these winged tax give
aways home to roost. It is the Christ
mas gift-giving season, but that should 
not be extended to bird conglomerates, 
and I am not talking about a partridge 
in a pear tree. 

Under present law, some multimil
lion-dollar food processing companies 
are treated as though they are family 
farms and receive millions of dollars in 
tax benefits by being allowed to use 
cash accounting, rather than accrual 
accounting, for income tax purposes. 
Meanwhile, other competing food 
processing companies do not enjoy 
this windfall and are hit much harder 
by the tax laws. It is simply and direct
ly unfair and discriminatory tax 
policy. 

I believe the present situation is 
unfair for two reasons. First, the tax 
laws are maintaining an unlevel play
ing field among large food processing 
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companies which are business competi
tors. Second, the exception which per
mits family-owned farming corpora
tions to use cash accounting for tax 
purposes is obviously intended for 
family farms that do not have the 
armies of accountants and lawyers 
available to large corporations. To 
then allow some large corporations to 
benefit from this rule is contradictory. 
One of the benefiting companies had 
sales last year of over $1.5 billion. 
Where I come from in Nebraska, a 
company with sales over $1.5 billion is 
not a family farm. 

The problem with the present law is 
not a new issue and has been the topic 
of debate in Congress recently. Earlier 
this year, I introduced legislation 
which would have addressed the 
matter by disqualifying large food 
processing companies from using cash 
accounting. Also, my former colleague 
from Nebraska, the late Senator Zor
insky, had raised this issue and also in
troduced corrective legislation. 

The Senate Finance Committee has 
one of the most difficult jobs of any 
committee in the Senate and deserves 
to be commended. But it did make a 
major error in drafting the present tax 
package now before the Senate. The 
good news is that the Finance Com
mittee package does require these 
large corporations engaged in farming 
to switch from cash to accrual ac
counting. But the bad news is that it 
also included language which suspends 
indefinitely, in effect forgiving, a few 
large corporations from their obliga
tion to pay hundreds of millions of 
dollars in taxes on previously earned 
but untaxed income. In other words, 
while the committee package solves 
one unfairness, it creates another un
fairness that allows the untaxed 
income to escape tax, thus losing the 
benefit of legitimate increased Federal 
revenue and greater deficit reduction. 

Mr. President, the treatment of sus
pending indefinitely the payment of 
these def erred taxes is contrary to the 
way other taxpayers have been treated 
when required by tax law changes to 
switch from cash to accrual account
ing. Last year's tax reform bill re
quired many business taxpayers to 
switch accounting systems and pay 
their deferred taxes over a 4-year 
period. There is no reason why Con
gress should this year treat a handful 
of multimillion-dollar corporations 
more generously by not requiring pay
ment of def erred taxes. 

Accordingly, our amendment strikes 
the provision which allows these giant 
companies to avoid paying taxes on 
their previously earned but untaxed 
income. That change will eliminate 
the inequity, as we have offered in this 
amendment. The amendment would 
leave the committee's portion which 
does require these companies to switch 
from cash to accrual accounting. Fi
nally, the amendment would change 

the threshold for the size of the com
panies affected from $25 million in 
gross receipts to $50 million in gross 
receipts. My original bill on this sub
ject would have set a $100 million 
gross receipts cut-off, so the $50 mil
lion figure is somewhat of a compro
mise. 

Thus, the result of the amendment 
would have the bill language require 
these corporations engaged in farming 
with annual gross receipts over $50 
million to switch from cash to accrual 
accounting. Under an existing provi
sion of law, they would then have to 
pay back their def erred taxes over a 
10-year period, which I suggest is very 
generous. Under the circumstances, I 
believe this would be more than gener
ous and would certainly be more fair 
to other taxpayers than suspending in
definitely payment of their def erred 
taxes as the committee provision 
would do. 

I have been informed by the staff of 
the Joint Committee on Taxation that 
our amendment would result in in
creased Federal revenues of approxi
mately $300 million over a 3-year 
period. Considering the size of our def
icit problem8, I think we need to do all 
that we can that is fair to help reduce 
the deficit. I believe this amendment is 
a fair way toward that goal. 

Mr. President, I ask unanimous con
sent to have printed in the RECORD a 
letter I have received from the Joint 
Committee on Taxation. 

The PRESIDING OFFICER. With
out objection, it is so ordered. 

<See exhibit U 
Mr. EXON. Mr. President, one final 

point must be made. The forces which 
prevailed upon the Senate Finance 
Committee to let these large corpora
tions avoid payment of their deferred 
taxes also prevailed on the House 
Ways and Means Committee. The 
House included a similar provision 
which lets these corporations avoid 
paying their def erred taxes in the 
House reconciliation bill. The amend
ment before us is needed at a mini
mum just to keep this issue alive for 
the Senate-House conference commit
tee. 

If this amendment is not adopted, 
the conferees will face a situation 
where both Houses have passed simi
lar provisions giving big tax benefits to 
these few large corporations. I hope 
the Senate will agree that we should 
not let our conferees be confronted 
with such an unfortunate situation. 
Instead, they need the freedom to 
report back a revenue bill that is fair. 

ExHIBIT 1 
Hon. J. JAMES ExoN, 
U.S. Senate, 
Washington, DC. 

DEAR SENATOR EXON: This is in response to 
a request from Don Norden of your staff for 
a revenue estimate of a cash accounting pro
vision. 

This provision would disallow the use of 
cash accounting by farmers with gross re-

ceipts in excess of $50 million. The estimat
ed revenue effects are as follows: 

[Millions of dollars] 

Fiscal year: 
1988....................................................... 63 
1989....................................................... 121 
1990....................................................... 130 
1991....................................................... 138 
1992....................................................... 147 
This estimate assumes that the provision 

is effective for taxable years beginning after 
December 31, 1987. It is assumed that corpo
rations affected by the provision would be 
required to make an accounting adjustment 
under Section 481 by spreading over ten 
years the cumulative effect of changing 
from the cash to the accrual method of ac
counting. In addition, attribution of gross 
receipts is determined by using the proppor
tionate method described in the proposed 
Senate amendment on reconciliation .. 

I hope this information will be helpful to 
you. If we can be of any further assistance, 
please let me know. 

Sincerely. 
DAVID H. BROCKWAY. 

Mr. EXON. Mr. President, I yield 
the floor, and I reserve the remainder 
of the time on this side. 

The PRESIDING OFFICER. Who 
yields time? 

Mr. EXON. Mr. President, I yield to 
the Senator from New Jersey. 

Mr. BRADLEY. Mr. President, I rise 
in support of the amendment of the 
Senator from Nebraska. 

The premise of this amendment is 
that people should pay their taxes. If 
you owe tax, you should pay tax. 

In the Finance Committee bill, 
which is overall an excellent bill, there 
is, unfortunately, one provision that 
effectively forgives hundreds of mil
lions of dollars in back taxes for a few 
big agribusinesses. No one disputes 
that fact. The bill will effectively for
give hundreds of millions of dollars in 
back taxes for a few big agribusi
nesses. I know that. They know that. 
The Finance Committee knows that. 
The bill forgives hundreds of millions 
of dollars in back taxes. 

What this amendment would do is to 
say, "No, you have to pay those back 
taxes." 

Under present law, most business 
taxpayers have to use the accrual 
method of accounting. 

This method matches up income and 
expenses, prevents abuses and under
payment of tax. 

There is an exception to the accrual 
accounting requirement, and that is 
for family farmers. They can use the 
cash method of accounting. It is sim
pler and it saves money by allowing 
family farmers to def er taxes. But it 
ought to be limited to real family 
farms, the guys with grit under their 
fingernails out there in the fields. But 
because of the clout of a handful of 
huge family-held corporations, some 
of the very biggest agribusinesses in 
this country, they continue to use the 
cash method of accounting despite the 
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Senate's efforts to make them switch 
to the accrual method. 

Who are these big corporations? 
Well, in the poultry industry alone, 
about 20 corporations are on the cash 
method. They are not your mom and 
pop operators either. For example, one 
public company's financial data shows 
that they had sales of more than $1.5 
billion last year-that is right, $1.5 bil
lion. Their pretax income was almost 
$100 million. And how much did they 
pay in tax? Well, in 1986 they paid $10 
million on $100 million in income. 
They paid $10 million in tax and they 
def erred almost $40 million. In other 
words, they owed $50 million in taxes, 
but they only had to pay $10 million 
in taxes. 

Now, you can see why they like the 
cash method. The cash method lets 
them def er the extra $40 million. Try 
explaining that to a hardworking 
family trying to make ends meet with
out that kind of help from Uncle Sam. 
That is just 1 year. The $40 million in 
tax savings is just 1 year. 

According to this same company's fi
nancial statements, their total owed 
but unpaid taxes as of June 1987 
amount to a whopping $135 million. 
These are taxes that they owe but 
they do not have to pay because of 
cash accounting. 

This was one company, a public com
pany's financial statement. That is 
where these numbers came from. 

Another company's financial state
ment showed that in 1986 they had 
$32 million in income, and you know 
how much taxes they paid-zero. They 
paid no tax because of the cash 
method of accounting. 

Well, the Finance Committee saw 
this, and we said enough is enough, 
and the committee bill denies cash ac
counting to corporate farms with sales 
above $25 million. 

But the bill also does something else. 
It effectively forgives the hundreds of 
millions of dollars in def erred taxes. 
That is a gift from the taxpayers of 
America to a handful of the biggest 
corporate agribusinesses in this coun
try. How does that happen, you say? 

Well, to be quite candid with you, 
the bill does not say that we forgive 
these taxes. It talks about a suspense 
account. They can suspend payment of 
taxes. There is a euphemism if I ever 
heard one. Suspending payment of 
those def erred taxes means essentially 
not paying them at all. 

Mr. President, how can we in this 
bill ask the elderly and the sick and 
the poor to pay more to visit the 
doctor each time they go to see the 
doctor, which is what we do, while a 
few wealthy corporations are pocket
ing hundreds of millions of dollars in 
taxes no one disputes that they owe? 
We will have a debate later about 
income tax rates, and one proposal 
will be to freeze tax rates at the 1987 

levels. The Kassebaum amendment 
will be debated, et cetera. 

But it is clear that some people in 
this body feel that it is unfair to have 
a top corporate rate of 34 percent. But 
if you complain about the unfairness 
of a top corporate rate of 34 percent, 
you should scream about the unfair
ness of the big chicken farmer ripoff. 

Mr. President, recall a few minutes 
ago the description from the public fi
nancial data of a company that made 
$32 million in income and paid zero 
taxes. That company does not care 
where the tax rate is. That company 
does not care if the tax rate is 35, 36, 
40, or 46 percent. It uses the cash 
method of accounting. It does not 
have to pay any taxes. So naturally it 
is not so concerned about where the 
rate is. The people who are concerned 
about where the rate is are the people 
who are paying the taxes. 

So, our amendment, the amendment 
offered by the distinguished Senators 
from Nebraska and North Carolina 
and me, is fair and reasonable. We 
simply say to those big companies: 
You are going to have to pay those de
f erred taxes, you owe them, you are 
going to have to pay them. But we are 
going to give more small farmers the 
right to continue cash accounting. 

First, we raise the cap from $25 to 
$50 million. This insures that all farm
ers who have a legitimate claim to stay 
on the cash method are taken care of. 
More real family farmers do better 
under the Exon amendment. Corpora
tions with sales over $50 million have 
to us the accrual method, and instead 
of indefinitely suspending def erred 
taxes, they are going to have to pay 
those taxes over 10 years: 10 years, not 
1 year, 2 years, 3 years, 4 years, but 10 
years. I might add that some, includ
ing the National Grange which sup
ports this amendment, believe the cap 
should be $100 million. If our amend
ment passes and it can be demonstrat
ed to the satisfaction of the conferees 
that $50 million does not protect le
gitimate family farmers, then the con
ference might consider a higher limit. 

To me, this amendment is a sound 
compromise. It is fair to taxpayers, 
who otherwise would foot the bill to 
let the big farms off the hook. It is 
fair to the other farm corporations 
who have not been using the cash 
method. These farms have been at a 
severe disadvantage in the past. Let us 
not compound the unfairness of put
ting hundreds of millions of dollars 
into their competitors' pockets which 
is what happens under the bill absent 
the amendment of the distinguished 
Senator from Nebraska. 

Again, the premise of the amend
ment is simple: People should pay 
their taxes. If you owe, you should 
pay. You should not come to Congress 
and seek a special fix to allow you to 
escape paying the taxes that you owe. 

The Finance Committee bill essen
tially forgives hundreds of millions of 
taxes for these corporations. The 
Exon amendment forces these large 
agribusinesses to pay the taxes that 
they owe. 

Mr. President, I am prepared to 
yield back to the distinguished Sena
tor from Nebraska and hope that we 
support the amendment and look for
ward to the discussion that we might 
have on it with the opponents. 

Mr. EXON. I thank my friend. 
How much time does the Senator 

from Nebraska have remaining? 
The PRESIDING OFFICER. Thir

teen minutes. 
Mr. EXON. Thank you. 
We reserve the remainder of our 

time. 
The PRESIDING OFFICER. Does 

the Senator from Arkansas yield time? 
Mr. PRYOR. Mr. President, if the 

Senator from North Carolina would 
like to off er his support for his amend
ment, I would be glad to yield to him. 

Mr. SANFORD. I appreciate that 
graciousness. I believe I will def er to 
the Senator from Arkansas. 

The PRESIDING OFFICER. The 
Senator from Arkansas and the Sena
tor from Nebraska control the time. 

Who yields time? 
Mr. PRYOR. Mr. President, I will 

speak only briefly at this point. 
Mr. President, the two previous 

speakers and the proponents of this 
particular amendment and I guess for 
choice of better words this is called 
the chicken wars, and I think one of 
the editorials called it that the other 
day. 

First, this amendment at this time 
has no business of being on the floor 
of the Senate. If this amendment 
passes, it is not only going to very seri
ously damage the possibility of this 
legislation being passed but also it is 
going to begin the unraveling of this 
very, very carefully crafted piece of 
legislation, this section of which came 
from the Senate Finance Committee. 

The two previous speakers have 
spoken about moving various segments 
of the poultry and the cattle-feeding 
industry into the accrual accounting 
system. That is what the issue is 
about, they maintain. 

That issue is moot. It is entirely 
moot because in both the House ver
sion and in the Senate Finance Com
mittee version those companies that 
sell over $25 million in gross receipts 
are going on January 1 not 1990, not 
1989, but 1988, to the accrual system 
of accounting. 

The competitors of many of the 
poultry industries have achieved what 
they want. They want, as they say, a 
level playing field but now in the final 
hour of this major reconciliation bill 
those individuals and those true corpo
rate giants who are now selling over $9 
to $11 billion in gross sales are at-
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tempting to put other segments of the 
poultry industry into a very vulnerable 
position; that position being to, one, 
put them on the accrual system in 
January of next year; but, two, to say 
that you only have a 10-year period to 
pay back those def erred taxes from 
the past. 

Well, Mr. President, very simply this 
amendment is going to the heart of an 
issue, a poultry issue, a cattle feeding 
issue, a pineapple growing issue, and 
even, yes, in some cases a family farm 
issue; that is correct, Mr. President, 
and I do not deny that. 

However, Mr. President, I must say 
that the poultry industry has no 
USDA support program. The U.S. 
poultry industry has grown faster 
than any other segment of our agricul
ture economy. 

And, as I am sure my good colleague 
and friend, Senator BUMPERS, will 
shortly say, we are vitally interested in 
this amendment because in the State 
of Arkansas alone, I say to my friends, 
the sponsors of this legislation, that 1 
out of every 12 persons in our State 
today have their jobs either directly or 
indirectly in the poultry business. It 
has been a fast growth industry. And 
today that industry has said: 

OK, this fight is over. January 1st, we will 
go to the accrual system. That is what our 
competitors wanted us to do and that is 
what we are going to do. 

Well, Mr. President, I would say ba
sically that this amendment is not 
about raising revenues. I know my 
friend from Nebraska said $300 million 
over the next 3 years. I think the accu
rate figure is somewhere around $160 
million over the next 3 years. 

I do not think, Mr. President, that 
this amendment is about a level play
ing field because today this amend
ment in its present form is a punitive 
amendment, a punitive amendment, a 
double hit on many poultry industries 
across our country. 

Finally, Mr. President, it is about 
one giant company, one giant corpo
rate · conglomerate with sales of some
where around $11 billion each year, at
tempting to render and make vulnera
ble many segments of this industry so 
that ultimately they can go down 
there and pick them off. 

Mr. President, the poultry industry 
today is not all that healthy. Only 
look today at the New York and Amer
ican and over-the-counter stock prices 
of our poultry stocks and we will see 
that as a matter of fact. 

I urge, Mr. President, our colleagues 
not to support the Bradley-Exon-San
ford amendment. We do not think it is 
proper. We think it is punitive. We 
have shown good faith going to the ac
crual system. 

Mr. President, we are very hopeful 
that this amendment will not prevail 
and begin the unraveling of this pack
age that has been put together. 

Mr. President, I reserve the remain
der of my time. 

Mr. GLENN. Mr. President, I want 
to urge my colleagues to support this 
amendment. The issue here is not rev
enue. When you consider the size of 
our deficit, our amendment wouldn't 
make much of a dent. What is at issue 
here is something that is much more 
important-what is at stake is the 
principle of tax fairness. 

I believe that the Finance Commit
tee correctly closed the loophole that 
allowed large family farms-many of 
which are large, profitable poultry 
producers-to continue to use the cash 
method of accounting. It is only fair 
since all other corporations were put 
on the accrual method by the Tax 
Reform Act of 1986. 

However, it is fundamentally unfair 
to let these large poultry producers 
get away without payjng any taxes on 
previously earned, but untaxed 
income. This is an outrageous loop
hole. Remember that it was only last 
year when this Congress required 
thousands of other corporations to 
switch to the accrual method and pay 
taxes on deferred income over 4 years. 

I cosponsored this amendment be
cause the same rules should apply to 
these large, very lucrative poultry pro
ducers. These producers knew they 
would have to pay taxes on this 
income one day; that is the very point 
of the cash method. It only defers 
income; it does not exempt it from 
taxation. Under the committee's pro
posal, this def erred income would 
escape taxation altogether. 

I cosponsored this amendment be
cause the loophole it would close is a 
subsidy to a few very profitable poul
try producers. We would be giving one 
group of companies a tax break that is 
unavailable to many of its direct com
petitors in the poultry business. A free 
market system can ill afford this type 
of competitive advantage. 

Let's be clear about one thing. We 
are not talking about the small family 
farm. The amendment is even more 
generous to the small family farm. 
While the finance committee proposal 
requires family farms with more than 
$25 million in sales to switch to the ac
crual method, the amendment, in the 
spirit of compromise, raises this 
threshold to $50 million. 

I urge my colleagues to support this 
amendment. 

Mr. GRASSLEY. Mr. President, I 
am voting in favor of the amendment 
offered by Senator BRADLEY on the 
basis of the fairest approach under the 
circumstances. 

This issue does not involve a ques
tion of true family farmers. I do not 
believe there exist family farmers who 
make $25 million let alone $50 million. 

I share the viewpoint of Iowa's 
Cattlemen's Association that the cap 
should be lowered down to $5 million. 
But that is not an option under this 

amendment, nor under the Finance 
Committee's provision. 

Therefore, this involves really a 
question of what very large companies 
will be required to pay in taxes, and 
how they pay it. It is not a farmer 
issue. Therefore, the question of 
whether the cap it placed at $50 or $25 
million becomes less important. 

The question really is, Should some 
companies avoid paying taxes that 
have been deferred under cash ac
counting? Simply put, under the Fi
nance Committee's provision, a loop
hole a mile wide will allow certain 
companies to avoid paying this tax in
definitely. 

Under the Bradley amendment, ev
eryone pays. 

Let's take care of the loopholes 
today. 

Another day we can bring the cap 
down to where it should be. 

Mr. WARNER. Mr. President, I ask 
unanimous consent that a statement 
by this Senator may be included in the 
RECORD as stated in full just prior to 
the vote. 

The PRESIDING OFFICER. With
out objection, it is so ordered. 

Mr. HELMS. Mr. President, propo
nents of the Exon/Bradley /Sanford 
amendment argue that all agribusi
nesses should have a level playing 
field. But they ignore the fact that 
both the Senate Finance Committee 
and the Ways and Means Committee, 
with the approval of the administra
tion, have already done precisely that. 
Beginning in 1988, all large family 
farms will be required to pay taxes 
using the accrual method. As a result, 
the U.S. Treasury will be collecting 
well over $110 million in additional 
taxes during the next 3 years. 

Mr. President, the large family
owned farms have already been hit 
hard by the Finance Committee and 
the Ways and Means. So what do the 
supporters of this amendment hope to 
accomplish? Let's set the record 
straight. 

This issue is, in fact, an internal in
dustry fight. The principal backers of 
this amendment have already lobbied 
and won the issue of cash versus ac
crual. But they are not satisfied. They 
want more. They now seek to penalize 
their primary competitors, hoping to 
pick up additional market share, using 
the tax system to do the job for them. 
This is something in which the Gov
ernment should not take sides. 

The poultry industry is going 
through a period of consolidation. By 
proposing this amendment, there are 
companies hoping to weaken the 
family-farm companies in order to ac
quire them down the road. The Senate 
should not vote to support one side or 
the other in this internal poultry in
dustry battle. 

Mr. President, everyone has been 
talking chickens, but this issue goes 
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much further than just a couple of 
large chicken producers. It would also 
affect the turkey industry, which, I 
am proud to say, North Carolina is the 
No. 1 producer. Here are just a few of 
the North Carolina companies having 
large family-owned turkey operations: 

First, Prestage Farms in Clinton, 
NC. 

Second, Carrolls Foods in Warsaw, 
NC. 

Third, Goldsboro Milling Co. in 
Goldsboro, NC. 

Fourth, Nash Johnson & Sons in 
Rose Hill, NC. 

Fifth, Cuddy Farms in Marshville, 
NC. 

Sixth, Stout Enterprises in Monroe, 
NC. 

Seventh, Circle S. Ranch in Monroe, 
NC. 

Mr. President, the pending amend
ment lacks merit and I trust the able 
Senator from Arkansas CMr. PRYOR] 
will move to table it at the appropriate 
time. 

Mr. WARNER. Mr. President, I rise 
in opposition to the pending amend
ment, and urge my colleagues to vote 
against it. 

This amendment is targeted at the 
def erred tax liability that several agri
businesses have accumulated under 
the use of cash method of accounting. 
While I do not wish to judge the 
merits of that goal here, the amend
ment before us imposes a costly retro
active tax burden on a very few farm 
operations. 

Last year, I was one of a minority of 
Senators to cast a vote against the tax 
reform legislation. I did so for a varie
ty of reasons. Chief among those rea
sons was my opposition to the many 
retroactive provisions in the bill, provi
sions which businesses or individuals 
felt they could rely on in planning for 
the coming years. 

This amendment appears to me to 
be a prime example of tax retroactiv
ity. The amendment before us does 
not merely change policies in mid
stream; it reaches back to change tax 
rules from past years. 

I understand that the change cur
rently in the reconciliation legislation 
is good, well-intentioned tax policy. 
These farms making over $50 million 
annually are not family farms, and 
should not be treated as such. That is 
part of the underlying legislation. But 
this amendment, which has been char
acterized as fair and reasonable is 
really neither. 

The proponents of this amendment 
claim that theirs is a simple amend
ment: People and companies should 
pay their fair share of taxes. I couldn't 
agree more. But forcing these farm op
erations to pay these def erred taxes is 
downright punitive. 

A farming operation in Virginia will, 
under this amendment, find itself sad
dled with an additional $80 million of 
taxes to be paid over the next 10 

years. This additional, unanticipated 
tax bill will not come out of the oper
ation's bank account or cash reserves, 
but will come in lieu of jobs and pro
duction facilities. Recapturing this de
f erred tax liability will have a very 
detrimental impact on the poultry in
dustry as a whole, to the gain of a 
handful of agribusinesses. 

In opposing this specific amend
ment, I want to make very clear that I 
do not oppose every notion upon 
which it is based. Indeed, there are 
several agribusiness operations which 
will reap indirect benefit from passage 
of this amendment. And some of those 
businesses have operations in Virginia. 

But I cannot stress strongly enough 
that the amendment under consider
ation goes beyond good tax policy. The 
members of the Finance Committee 
have done that. They have written 
good tax policy. 
If the Senate is interested in doing 

the right thing, the equitable thing, in 
the application of our Nation's tax 
laws, the Senate should table this 
amendment. 

The PRESIDING OFFICER. Who 
now yields time? 

Mr. EXON. Mr. President, I yield 7 
minutes to the Senator from North 
Carolina. 

Mr. SANFORD. The Senator is not 
seeking recognition right now. 

The PRESIDING OFFICER. The 
Senator is not now seeking recogni
tion. 

If neither side yields time, the time 
will run equally on both sides. 

Mr. SANFORD addressed the Chair. 
The PRESIDING OFFICER. The 

Senator from North Carolina seeks 
recognition. 

Mr. EXON. I yield 7 minutes to the 
Senator from North Carolina. 

The PRESIDING OFFICER. The 
Senator from North Carolina is recog
nized for 7 minutes. 

Mr. SANFORD. Mr. President, I 
thank the distinguished Senator from 
Arkansas for his comments regarding 
the use of def erred taxes for growth in 
the poultry industry. 

I remember helping design what 
they call the four corners when work
ing on an economic development 
project in Arkansas. And I would be 
glad to see this money go to that kind 
of needed economic development. But 
this money, several hundred million 
dollars of it, is going to multimillion
aires. It just strikes me that it is ex
tremely unjust, indeed it is uncon
scionable, for us to stand here with a 
great deficit and give away at least a 
half-billion dollars. 

Now, if Arkansas finds the chicken 
business important, North Carolina 
finds it extremely important. And I 
represent farmers in North Carolina 
that have been operating under this 
cash accounting loophole for years. 
But I also represent farmers that have 
been paying their fair share of taxes 

for years. North Carolina is either 
second or third in the production of 
poultry so if this were simply a ques
tion of helping the development of the 
poultry industry, I would not be sup
porting an amendment. But this is not 
a poultry question. It is not a question 
of the economy. It is a question of 
fairness. 

Unfortunately, we have seen that 
certain companies have been given a 
tremendous advantage by a loophole 
that was not intended for them, a 
loophole that was intended for small 
farmers. And all of a sudden we find 
some of the major corporations in the 
country claiming to be poor family 
farmers and taking advantage of this 
loophole. 

Now the loophole has been closed. 
But I cannot for the life of me see why 
we ought to give these large corpora
tions the money that they owe in 
taxes, but so far have not paid. Every
body else pays taxes. Everybody else 
during the time their loophole has 
been in place paid taxes. And now 
these large corporations do not want 
to go back and pay the taxes that they 
owe. 

I might remind my colleagues that 2 
years ago we required all corporations 
with revenues of more than $5 million 
to move from the cash method to the 
accrual method of accounting and 
gave them 4 years to catch up. Now we 
are giving these large corporations 10 
years to catch up. Anybody who owes 
$100,000 today and has 10 years to pay 
it off will make another $100,000 by 
investing those def erred taxes before 
they have to pay them off. This is emi
nently fair. It is extremely unfair to 
all the hard-working people in this 
country to give away this much money 
to a handful of large corporations. 

Now, as far as the small farmer is 
concerned, the small farmer in North 
Carolina feels that they are being put 
upon by this kind of an approach. Not 
only do they pay taxes, not only do 
they pay taxes on time, not only will 
they be paying taxes in the coming 
years and they paid them in the past 
years, but they have found this kind 
of distortion of the market extremely 
disturbing to them. This cash account
ing has distorted prices in the poultry 
market as well as the feed market. 

This amendment is a matter of fair
ness. I think it is a matter of simply 
doing our duty to see that we collect 
the taxes that are due. 

Mr. President, I ask unanimous con
sent to have printed in the RECORD an 
editorial from the New York Times, 
which says, in part: "When other 
Americans are asked to sacrifice, it 
makes no sense to except a few multi
millionaires;" one from the Washing
ton Post, which comments on this vast 
giveaway; and a letter from the Na
tional Grange in support of the 
amendment. 
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There being no objection, the mate

rial was ordered to be printed in the 
RECORD, as follows: 

[From the New York Times, Dec. 9, 19871 
THE BIG FARMERS' TAX HARVEST 

To most Americans, the difference be
tween "cash" and "accrual" tax accounting 
remains a matter of accounting esoterica. 
But a handful of giant, family-controlled 
farming businesses know how to make the 
most of it. They use cash accounting, meant 
to make life easier for individuals and small 
farmers, to defer hundreds of millions of 
dollars in taxes. Senator Bill Bradley of 
New Jersey leads the fight to close this ex
pensive loophole. 

Under cash accounting, expenses can be 
deducted immediately, rather than in the 
year the expenses are expected to create 
taxable income. Cash accounting is simpler, 
but costs the Treasury revenue because it 
allows tax liability to be deferred. For that 
reason, Congress in 1986 ·required virtually 
all corporations to adopt accrual account
ing. 

But in the process of preserving cash ac
counting for family farmers, Washington 
lumped in the few dozen huge agribusi
nesses controlled by single families. The big
gest, the billion-dollar Tyson Farms Corpo
ration, has used cash accounting to defer 
$135 million in taxes. 

The Senate Finance Committee's tax bill 
would force all very large farmers to switch 
to accrual accounting. But like a similar pro
posal in the House, the bill exempts past de
ferrals, effectively wiping out hundreds of 
millions of dollars in accumulated liabilities. 
Senator Bradley, along with James Exon of 
Nebraska and Terry Sanford of North Caro
lina, is asking the Senate to be tougher. 
Their amendment, expected to reach the 
Senate floor today, would require full pay
ment of the deferred taxes over the next 10 
years. 

Closing the loophole will barely make a 
dent in the Federal deficit. It's the symbol
ism here that's important. 

When other Americans are asked to sacri
fice, it makes no sense to except a few multi
millionaires. 

CFrom the Washington Post, Dec. 9, 19871 
CHICKEN WAR 

A CHICKEN WAR is about to break out 
in the U.S. Senate. The feathers could hit 
the fan as early as today. 

The issue is more tender than Juicy. It in
volves the taxation of family farms. The tax 
law has traditionally allowed such entities 
to use an accounting method under which 
costs tend to show up faster than revenues. 
When an operation is growing there is 
almost always enough cost around to enable 
the operator to defer recognition of profit 
and, therefore, defer some taxes. The right 
to defer taxes is valuable, the equivalent of 
an interest-free loan. 

Helping family farmers is not the worst 
thing in the world. They occupy, and per
haps deserve, a special place in our lore and 
politics. But there's a problem with this pro
vision. Some family farms have become 
quite large and no longer deserve the special 
treatment. 

In last year's cleansing of the tax code an 
effort was made to deny use of the magical 
accounting method to the largest family 
farmers. It failed, but this year it was re
vived in the name of deficit reduction. The 
reconciliation bill passed by the House last 
month as part of its $12 billion tax increase 
would limit use of the cash accounting 

method to family farms with gross receipts 
under $25 million. So would the bill from 
the Senate Finance Committee awaiting 
action on the Senate floor. 

But in taxes there is always another layer. 
Yes, the larger farmers-many of them 
chicken producers, including Perdue Farms 
of Maryland-would have to use a more bal
anced accounting method in the future. But 
no, they wouldn't necessarily have to pay 
off their deferred taxes from the past. It's 
conceivable they'd never have to pay them, 
though for some the amounts are in excess 
of $100 million. The chairman of the House 
Ways and Means Committee, Dan Rosten
kowski, even offered to let them stage the 
payments over several years. He was beaten 
in his own committee, 11 to 10, on the proxy 
of committee member and presidential 
hopeful Richard Gephardt. Some members 
of the Finance Committee also pressed for 
payment and were similarly rebuffed. 

Now one of them, Bill Bradley, intends to 
offer a chicken amendment on the floor. 
The amount at stake is not as large as the 
principle, but the amount is not paltry, 
either. The Senate should crow aye. 

NATIONAL GRANGE, 
Washington, DC, December 9, 1987. 

Hon. BILL BRADLEY, 
Hart Senate Office Building, 
Washington, DC. 

DEAR SENATOR BRADLEY: On behalf of its 
over 365,000 members, the National Grange 
endorses the Senate leadership's deficit re
duction package as a responsible attempt by 
lawmakers to exercise prudent fiscal respon
sibility and as a sound alternative to seques
tration. 

The National Grange, along with many 
other national agricultural organizations, 
endorsed Title VIII-Agriculture as report
ed by the Senate Agriculture, Nutrition, and 
Forestry Committee, in a letter of Decem
ber 9. We ask that any amendments offered 
to Title VIII on the Senate floor be careful
ly scrutinized since the package as reported 
is a well-crafted vehicle for conference. 

With regards to the revenue provisions of 
the reconciliation bill, we do have two con
cerns that need to be corrected during floor 
debate. First, the National Grange strongly 
opposes the provision which allows corpora
tions who must change their methods of ac
counting to hold prior deferrals in a sus
pense account. We do support a cap on cash 
accounting at $100 million but realize that 
the Exon-Sanford-Bradley Amendment, 
which caps cash accounting at $50 million 
and allows a 10 year payback of previous de
ferrals, is a fair compromise and, therefore, 
encourages you to support this amendment. 

Second, the Grange strongly opposes any 
change from current law for FICA tax col
lection as it pertains to services performed 
by certain agricultural workers and we have 
reservations with changes regarding spouses 
and individuals aged 18 to 21 working for 
their parents. Both provisions will burden 
agricultural employees/employers. The 
repeal of the 20-day test and addition of the 
new $2500 annual payroill test will seriously 
hamper the use of seasonal workers and in
crease production expenses of producers 
<particularly for fruit and vegetable produc
ers>. 

It is our hope that the above mentioned 
concerns will be addressed during floor 
debate. As stated before, we do support pas
sage of the leadership's package as an ac
ceptable alternative to sequestration. We 
look forward to working with the conferees 
to assure a final package that meets the 

needs and concerns of rural America and 
the nation as a whole. 

Sincerely, 
MARK C. NESTLEN, 

Legislative Representative. 

The PRESIDING OFFICER. Who 
now yields time? 

Mr. PRYOR. Mr. President, I think 
the minority leader is seeking recogni
tion. 

Mr. DOLE. Will the Senator yield to 
me? 

Mr. PRYOR. I am glad to yield to 
the minority leader. 

The PRESIDING OFFICER. The 
Senator from Kansas. 

Mr. DOLE. Mr. President, earlier 
today, I visited with the distinguished 
majority leader on how we could expe
dite this bill. And I say very honestly, 
I have friends on both sides of this 
amendment, so it is one of those kinds 
of amendments. 

We had an amendment just before 
this one, the Harkin amendment, that 
had a lot of merit. But in an effort to 
pass this deficit reduction package, I 
voted against it. I think it has been 
generally agreed that unless there is 
some exceptional reasons that that 
would be the leadership position. I 
think we must demonstrate to the 
American people that we can move 
ahead, get this deficit reduction pack
age out of the way. 

This amendment was discussed in 
committee. It probably has a great 
deal of merit, but I am willing again, 
as I said the last time, to either help 
table this amendment or vote against 
it for one single reason at this time, 
and that is to get on with the deficit 
reduction package, get it passed, and 
get to conference. 

We are going to meet again next 
year-and that is not very far off-and 
I assume this amendment will come 
back up again, or at least some modifi
cation of it. So I hope that this 
amendment can be defeated on this 
measure, just as the last amendment 
was defeated. 

Now, this amendment only needs 51 
votes, because it is germane. But I am 
willing to take a little lead. That is the 
leader's responsibility, from time to 
time. I think most Members want to 
finish this bill and demonstrate that 
we can govern and do the work and, I 
would hope, on that basis at the ap
propriate time there be a motion to 
table this amendment and any other 
amendment, including any I might 
have on this bill. 

Mr. BYRD. Mr. President, would the 
Senator yield me 2 minutes? 

Mr. PRYOR. I would be glad to yield 
to the majority leader. 

Mr. BYRD. Mr. President, I associ
ate myself with the remarks of the dis
tinguished Republican leader. This 
package is the efforts that have been 
put forth by our own selectees, who 
went to the meetings, attended the 
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summit dutifully: Hourly, daily, 
weekly. 

Now, this is the test. If we start 
amending this bill it starts unraveling 
and we will have our choice as to 
whether or not we want to sequester 
and let the people know that we 
cannot do anything, that we are mus
clebound and that they cannot look to 
us, the Senate, to govern its own pas
sions and continue to be undisciplined. 

I hope that we will vote to table this 
amendment. I am not saying it does 
not have a lot of merit. But let us keep 
our eyes on the ball. The important 
thing here is to bring about budget 
deficit reduction. The President is 
joining with us in this package. 
It is one thing to off er an amend

ment to satisfy our own consciences. 
But we also have to have a conscience 
about this package. This is our one 
chance. I hope Senators will remember 
that when they vote. 

We can be around here Christmas 
week and we can be around here the 
week after Christmas or we can have a 
sequester. 

Mr. President, I urge Senators in 
this instance to vote against the 
amendment-vote to table it. 

The PRESIDING OFFICER. Who 
yields time? 

Mr. PRYOR. Mr. President, I yield 2 
minutes to the Senator from Dela
ware. 

The PRESIDING OFFICER. The 
Senator from Delaware is recognized. 

Mr. PRYOR. Mr. President, how 
much time do we have? 

The PRESIDING OFFICER. The 
Senator from Arkansas has 19112 min
utes. The Senator from Nebraska has 
8 minutes and 45 seconds. 

Mr. PRYOR. I thank the Chair. 
The PRESIDING OFFICER. The 

Senator from Delaware is recognized 
for 2 minutes. 

Mr. ROTH. Mr. President, I rise to 
speak against the amendment offered 
by my colleagues that would strike the 
Senate Finance Committee provisions 
requiring farm corporations to change 
from the cash to accrual method of ac
counting. 

Both the Finance Committee bill 
and the amendment offered by my col
leagues address three issues that arise 
in requiring some farm corporations to 
change from cash to the accrual 
method of accounting. The first issue 
is the gross receipts threshold at 
which companies will be required to 
change form cash to accrual. The 
second issue is whether the def erred 
tax liability is recaptured. If it is, the 
third issue is how long the taxpayer 
will have to pay back the deferred tax 
liability. 

The Finance Committee bill applies 
to corporate family farms with more 
than $25 million in annual gross re
ceipts. The amendment being offered 
raises the threshold and applies to 

companies with more than $50 million 
in gross receipts. 

Both the Finance Committee provi
sion and the amendment being offered 
require the past def erred tax liability 
to be recaptured. How long the tax
payer will be given to pay back the de
f erred tax liability determines the 
degree of retroactivity the change in 
the law will have on the taxpayer. 

I supported the Finance Committee 
provision because I generally believe 
that when Congress decides to change 
the law, it is unfair to tell the taxpay
ers that it is being changed retroac
tively. While I recognize the need for 
all companies to compete on the same 
basis, I do not think it is justifiable to 
retroactively require companies that 
have relied upon specific statutory 
provisions to pay back immediately a 
def erred tax liability that was built up 
in compliance with existing law. 

Let us also recognize who has bene
fited from current law. Most impor
tantly, the American consumer has 
benefited from lower poultry prices, as 
poultry production has flourished 
without any of the subsidies that have 
benefited other agricultural commod
ities. Moreover, poultry production 
has flourished even though commodi
ty price supports have hurt the pro
ducers. 

The cost of production for poultry 
farmers has been increased due to the 
price support system that has artifi
cially raised the cost of their primary 
inputs-corn and soybeans. 

The Senate bill is a carefully crafted 
compromise which will require all 
companies to compete on an equal 
basis, prospectively. All taxpayers with 
gross receipts in excess of $25 million 
will be on the accrual basis for tax 
years beginning after December 31, 
1987. It must be remembered that the 
much maligned "suspense account" in 
the Senate bill is not forgiveness of 
the tax liability, it is simply a deferral. 
And it is not nearly as generous as cur
rent law. 

Under current law, a family farm 
corporation's def erred tax liability can 
be triggered in two ways. · First, if the 
family sells its controlling interest in 
the company, therefore failing to meet 
the family farm test, the deferred tax 
liability must be recognized over 10 
years. 

Second, if the corporation fails to 
expand, increasing its gross receipts 
and expenses from year to year, a por
tion of the def erred tax account must 
be taken into income that equals the 
percentage reduction in gross receipts 
during the same period. 

Essentially, the Senate bill captures 
the def erred taxes in a suspense ac
count, and the circumstances under 
which the tax is triggered on the sus
pense account are not nearly as gener
ous as current law. In the first case, in 
which the family loses control of the 
business, the deferred tax liability is 

due in 1 year under the Finance Com
mittee bill, rather than in 10, as is pro
vided under current law. 

In the second case, if the business 
fails to maintain the same level of re
ceipts from its farming operations, a 
portion of the suspense account is 
taken into income under this rule, just 
as it would have been under current 
law cash accounting rules. 

Much has been made of the "big 
giveaway" to the largest corporate 
farmers. Personally, I don't believe 
that when Congress decides to change 
the law and increase the tax liability 
on a limited sector of an industry by 
$100 million there has been a give
away. It is ridiculous to suggest that 
when Congress changes the rules, 
unless we retroactively recapture all 
the previously def erred tax benefit im
mediately, there is a giveaway. 

A real giveaway would be a fresh 
start, rather than just a suspension. 
Although I am not suggesting that 
outright forgiveness is appropriate, 
there are certainly a number of prece
dents for simply forgiving the tax li
ability. 

For example, when the 1954 code 
originated accrual accounting for 
almost all businesses-other than 
farmers and personal service organiza
tions-that had previously been on 
cash accounting, all pre-1954 deferred 
taxes were forgiven. In 1984, Congress 
changed the DISC [domestic interna
tional sales corporations] rules for 
U.S. exporters, all previously deferred 
taxes were forgiven. 

The total amount of DISC related 
taxes forgiven was approximately $14 
billion, with several individual compa
nies saving over $500 milion in taxes. 
In 1982, the rewriting of the life insur
ance rules included at least two fresh 
start provisions, including MODCO
modified coinsurance. 

In each of these cases, Congress for
gave the deferred tax liability, going 
far beyond the scope of the "suspense 
account" which simply requires the 
def erred tax to be paid when the com
pany ceases to expand, or the business 
is sold. 

My colleagues have argued that the 
suspense account is effectively a per
manent deferral for a few of the big
gest companies that will continue to 
grow and will continue to be closely 
held. However, facts in the market
place simply do not support their ar
gument. Market surveys show that 
consumption is no longer growing at 
boundless levels. Salmonella scares 
have caused recent declines in poultry 
consumption. 

In fact, many of the smaller compa
nies had real economic losses last year. 
A change in the law that would now 
force them to pay back their def erred 
tax liability immediately, while they 
were actually losing money, would 
force them to sell out to the largest 
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producers sooner, rather than later. 
However, with the suspense account, 
the tax won't be due until they sell 
their business, or the marketplace dic
tates it is no longer economical for 
them to grow or stay in business. 

Mr. President, I want to reiterate 
the issue here is not whether all 
family farms with gross receipts in 
excess of $25 million should be put on 
the accrual basis of accounting. That 
is agreed. The only issue is whether 
the change in the law should be retro
active. As a general principle, I have 
opposed retroactive changes in the tax 
laws. 

The Finance Committee bill requires 
that the def erred tax liability be re
captured when market conditions dic
tate the farmer's gross receipts from 
farming should be reduced, or when 
the business is sold. 

The PRESIDING OFFICER. Who 
now yields time? 

Mr. PRYOR. Mr. President, I yield 
what time the distinguished chairman 
of the Finance Committee requires. 

The PRESIDING OFFICER. The 
Senator from Texas is recognized. 

Mr. BENTSEN. Let me state that we 
discussed this for some time in the 
committee and we went through many 
mutations of it. It is obvious that some 
kind of transitional period has to be 
thought about in this instance and I 
support the final conclusion of the 
committee. 

I want to echo the comments of the 
leadership, both the majority and the 
minority. If we start going down this 
road and we lose these amendments, I 
do not know where we stop. The whole 
process can unravel. Then you get the 
problem of spillover, I think, into the 
continuing resolution, and the unrav
eling of the appropriations process. 

We do not have much time left. To 
those that think we cannot stay on 
beyond Christmas, I would just note 
that when I was first sworn into the 
U.S. Congress as a freshman House 
Member, it was on December 30 of 
that particular year. So it is possible 
to work right on through the holiday 
season. I hope we can avoid that and 
come to an early conclusion and sup
port the leadership in this process. 

The PRESIDING OFFICER. Who, 
then, yields time? 

Mr. EXON. I yield 3 minutes to the 
Senator from Minnesota. 

The PRESIDING OFFICER. The 
Senator from Minnesota is recognized 
for 3 minutes. 

Mr. DURENBERGER. Mr. Presi
dent, I am pleased to cosponsor the 
amendment offered by my distin
guished colleagues from New Jersey 
and Nebraska. I am a member of the 
Finance Committee. This issue was 
discussed there. 

I rise because of the plea by the 
leadership, which is certainly under
standable. I can understand the need 
for the leadership to expedite passage 

of this particular measure. I made my 
decision to cosponsor this amendment 
today, and I made my decision to 
speak on it within the last hour or so, 
despite the fact that I have and I will 
continue to support the leadership 
package all the way through. 

This amendment would restore a 
level of equity and fairness to the 
small family farmers of America who 
face stiff competition from giant farm 
corporations. 

The amendment we are offering 
today would require that large farm 
corporations switch from the cash 
method of accounting to the accrual 
method, and that when they make 
this change, they must include in 
income over a 10-year period, any in
creases in income-and, there! ore, 
taxes owed-resulting from the ac
counting change. 

Mr. President, there is no argument 
over whether large farm corporations 
should be required to change their ac
counting methods. Both the House bill 
and the Senate Finance Committee 
bill require large farm corporations to 
shift to the accrual method. 

The only issue for debate is whether 
the farm corporations required to 
make this accounting change must pay 
taxes on the amount of income previ
ously def erred under the cash method. 

In all candor, I must say that I am 
somewhat surprised that we are even 
considering the issue whether these 
large farm corporations should be re
quired to adjust their income to re
flect the change from the cash 
method to the accrual method. When
ever any taxpayer makes a change in 
his accounting method, the taxpayer 
is required by law to adjust his income 
to reflect the change in accounting 
method. Such an adjustment is not 
voluntary; it is mandatory for every 
taxpayer in America. 

The policy of requiring such adjust
ments reflects a simple fact: When 
taxpayers change their accounting 
methods, adjustments are necessary to 
reflect the transitional changes that 
occur between the old method of ac
counting and the new method. In most 
instances, when the change in ac
counting method occurs, taxpayers are 
required to include in income a por
tion of the income that was def erred 
by using the old accounting method. 

The Internal Revenue Service recog
nizes that such accounting change ad
justments can cause genuine hardship 
for some taxpayers. Therefore, IRS 
often allows taxpayers to spread out 
the effect of the change over a period 
as long as 6 years. 

In last year's Tax Reform Act, we 
voted to require most corporations and 
partnerships with more than $5 mil
lion in gross receipts to shift from the 
cash method of accounting to the ac
crual method. In so doing, we required 
these companies to spread out the 

effect of the accounting change over a 
4-year period. 

Yet in the accrual accounting provi
sion adopted by the Finance Commit
tee, we have, in effect, suspended the 
requirement that large farm corpora
tions make the adjustment that we re
quire of all other taxpayers. This, in 
effect, amounts to a forgiveness of tax 
which cannot be justified. 

The amendment we are offering 
today allows farm corporations to 
spread out the effect of the account
ing change over 10 years. I think this 
is more than fair. Small farmers have 
had a hard enough time competing 
with these large farm corporations. 

Changing the tax laws to effectively 
forgive these taxes can only serve to 
reward those farm corporations that 
have found it beneficial, for tax pur
poses, to overproduce at the expense 
of the small farmer. I urge my col
leagues to support this amendment. 

The PRESIDING OFFICER. Who 
now yields time? 

Mr. PRYOR. Mr. President, I yield 3 
minutes to my colleague, Senator 
BUMPERS, from Arkansas. 

The PRESIDING OFFICER. The 
Senator from Arkansas is recognized 
for 3 minutes. 

Mr. BUMPERS. Let me disabuse my 
colleagues of the idea that somehow 
this is only a poultry issue. The Sena
tor from New Jersey has pointed out 
that there are 20 big integrated poul
try companies in the country that 
have been using the cash accounting 
basis. I think there are many more, 
but I want you to know that there are 
wineries in California, there are feed
lot operators in Colorado and in 
Texas, there are vegetable growers in 
Florida and in Texas, and there are 
hundreds of other farm businesses in 
this country which are using cash ac
counting and who potentially are af
fected here. 

That brings me to the poultry indus
try of which I am an unabashed de
f ender because it provides 1 out of 
every 12 jobs in my State. A year ago, 
"Sixty Minutes" did a big story on sal
monella in poultry and its sales plum
meted. The Senate Agriculture Com
mittee held a hearing on salmonella in 
poultry and sales plummeted further. 
Then following these big sales drops, 
the Finance Committee delivered the 
coup de grace to this just barely 
breathing industry by putting them on 
an accrual accounting system. 

The poultry industry has been in a 
loss position for the last 6 months and 
it anticipates that it will lose at least 1 
cent a pound on all 15 to 16 billion 
pounds of poultry it produces next 
year. 

What we are doing here is beating a 
dead horse, one that has got only a 
little life left in it. 

I want to disabuse you of one other 
notion. The Senator from New Jersey 
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said that the Finance Committee bill 
on the issue of def erred taxes is a gift. 
It is not a gift. It never was a gift for 
these companies to def er their tax 
payments and it was not tax evasion. 
As long as these firms expanded, built 
new plants, produced more jobs, they 
could def er their tax payments. 

But the minute their sales declined, 
they had to pay. And they are going to 
have to pay taxes anyway under the 
Finance Committee version. 

If you adopt the Bradley amend
ment or the Exon amendment, here 
this industry is, almost down for the 
count, and it will have to start paying 
taxes January 1 when at the same 
time they are going to accrual ac
counting. 

Bear in mind, now, do not be de
ceived, these firms have to go on the 
accrual accounting method on Janu
ary l, and they will at the same time 
be paying taxes that have been previ
ously def erred. 

Let me give you an illustration of 
what the Bradley amendment will do 
to the medium-sized poultry firms. In
cidentally, they are not all multimil
lionaires. 

We all know the one company to 
which he is alluding. It is a good com
pany. It is a good company in my 
State and it produces a lot of jobs. 
And it is the biggest poultry producer 
in the world. 

But the companies you are talking 
about here are not all that big. 

Let me give you an example of a 
medium-sized poultry operator, for ex
ample, in my State. 

Mr. President, how much time does 
the Senator from Arkansas have re
maining? 

The PRESIDING OFFICER. Fif
teen minutes. 

Mr. BUMPERS, Will the Senator 
from Arkansas yield an additional 2 
minutes? 

Mr. PRYOR. I can yield 1 minute to 
the Senator because a couple of people 
have to catch a plane. I will do that. 

Mr. BUMPERS. Let me give this ex
ample. Let us assume that a company 
next year in the poultry business loses 
money. Let us assume they lose $1 mil
lion. Let us further assume that they 
have $50 million in def erred taxes. 
Under the Bradley amendment they 
will have to start paying on $5 million 
in deferred income, while they have a 
loss of $1 million. The tax on 
$5,000,000 in deferred income is $1.4 
million. If this went on for 10 years, 
that means they will pay $1.4 million 
in taxes while they're losing $1 million 
per year. Who do you think can sus
tain that? Answer: Nobody. 

Mr. President, you talk about taking 
care of the poor folks, I will tell you 
we have thousands, tens of thousands 
of people in my State working in the 
poultry industry. I promise you, this is 
a bill that is going to force a lot of 
firms out of business, and who is going 

to buy these firms? Who do you think 
is behind this amendment? If the pro
ponents are really just the white hats 
wanting to collect taxes, why has the 
limit been raised from $25 to $50 mil
lion? The sum of $50 million is not ex
actly a mom and pop operation, is it? 

I will tell you why it was raised. Be
cause the sponsors started getting 
phone calls from people saying, "You 
have to raise it another $25 million to 
take care of me." 

Mr. PRYOR. I yield 1 minute to the 
Senator from Alabama. 

Mr. HEFLIN. Mr. President, I had a 
very erudite and convincing speech 
that I was going to make on this 
matter, but to accommodate the plane 
catchers, I will just concur in the re
marks of the distinguished Senator 
from Arkansas and the distinguished 
Senator from Texas who have already 
spoken. 

Thank you, Mr. President. 
Mr. PRYOR. Mr. President, I yield 1 

minute to the Senator from Mississip
pi. 

Mr. COCHRAN. Mr. President, I 
thank the distinguished Senator from 
Arkansas for yielding time to me. 

I will follow the lead of my good 
friend from Alabama and say that I 
support the committee leadership who 
are trying to keep this a clean recon
ciliation bill so that we can meet the 
challenge that is before the Senate. 
That is to try to do something eff ec
tive that we can have a consensus of 
support on to reduce the deficit, not to 
give Senators an opportunity to bring 
their pet projects to the floor and 
under sharp time constraints maybe 
luck out and hit paydirt with an 
amendment. 

The Finance Committee has re
viewed this proposal very carefully. 
They have rejected it. I think the 
Senate ought to respect the judgment 
that committee has made and reject it 
also by agreeing to the motion to table 
the amendment. 

The PRESIDING OFFICER. The 
Senator's time has expired. 

Who yields time? 
Mr. PRYOR. I yield 1 minute to the 

Senator from Iowa. 
Mr. HARKIN. Mr. President, I want 

to follow the point made by the distin
guished Senator from Arkansas, Sena
tor BUMPERS. 

The committee was going in the 
right direction. They lowered the 
gross sales limit on cash accounting 
down to $25 million. Now this amend
ment seeks to raise it back up to $50 
million. These are not mom-and-pop 
operations you are helping. 

My family farmers in Iowa do not 
benefit from this change. I thought it 
was a good compromise, to lower it to 
$25 million. They were going in the 
right direction. 

Now the amendment of the Senator 
from New Jersey raises it back up to 
$50 million. 

As the Senator from Arkansas said, 
these are not mom-and-pop oper
ations. The amendment tends to go in 
the wrong direction again. For that 
reason, I stick with the committee 
amendment because I think it is going 
in the right direction. 

The PRESIDING OFFICER. The 
Senator from Arkansas has 8¥2 min
utes remaining and the Senator from 
Nebraska has 2 minutes remaining. 

Mr. EXON. I yield 2 minutes to the 
Senator from New Jersey. 

Mr. BRADLEY. Mr. President, 
there's a sense of outrage on this 
floor. Anger has been expressed by the 
Senator from Arkansas and the Sena
tor from Iowa. What they are out
raged about is the proposition that 
people who owe taxes should pay 
taxes. That is what the outrage is 
about because what this bill does is to 
say that very large agribusinesses who 
owe hundreds of millions of dollars 
can suspend indefinitely the payment 
of taxes that they have incurred in 
previous years. That is what the prop
osition is. 

Mr. President, I would hope that 
before we go along with the great 
chicken farm ripoff, which is em
bodied in this bill, that we stop and 
think do we really want to reject the 
proposition that people who owe taxes 
should pay taxes. I hope we will assert 
that people who owe tax should pay 
and support the amendment of the 
Senator from Nebraska. 

Mr. BUMPERS. Will the Senator 
yield 1 minute? 

Mr. PRYOR. I yield 1 minute. 
Mr. BUMPERS. Mr. President, I do 

not know how much plainer we can 
make it. Under the Finance Commit
tee amendment the threshold goes di
rectly down to $25 million. These 
people are not being forgiven any
thing. The difference between the 
Bradley amendment and the commit
tee amendment is when they are going 
to pay the taxes they have deferred, 
not whether they are going to pay the 
taxes. 

Go back and look at the committee 
amendment. It requires the payment 
of deferred taxes. Not one dime of it is 
forgiven. It is a question of whether 
you are going to hit them next year at 
a time when they are losing a penny a 
pound in the chicken business or later 
on. 

I do not know that much about all 
the other feedlot operators and vege
table farmers who are on cash ac
counting, but I can tell you they also 
are all going to pay every dime of 
taxes that has been def erred. 

The sponsors want them to start 
next year and I do not. That is the dif
ference. 

The PRESIDING OFFICER. The 
Senator from Nebraska is recognized. 



34858 CONGRESSIONAL RECORD-SENATE December 10, 1987 
Mr. EXON. Mr. President, I yield 2 

minutes to the Senator from Rhode 
Island. 

Mr. CHAFEE. I would like to make a 
correction in what the senior Senator 
from Arkansas said. They do not have 
to pay their back taxes off unless it is 
sold off to another entity. The Sena
tor from Arkansas is mistaken. 

This is one whale of a break in what 
they are getting under this program. 
What we said last year to our constitu
ents who had $5 million in revenues 
was we forced them to switch to the 
cash method of accounting and to pay 
their def erred taxes over 4 years. 

This amendment takes a step in rec
tifying what will remain an inequity. 
The farmers still get a tremendous 
break. We are not putting them on the 
same scale as everybody else, not by a 
long shot. Even after this amendment, 
family farms over $5 million but less 
than $50 million will still be using the 
cash method of accounting. Even after 
our amendment, family farms with in
comes over $50 million will have not 4 
years but 10 years to pay their taxes 
on their def erred income. Absent this 
being approved, the suspension re
mains in there and they never pay 
taxes on their past income unless they 
sell the business. 

The PRESIDING OFFICER. Who 
yields time? 

Mr. BUMPERS. Mr. President, how 
much time does the proponent of the 
amendment have remaining? 

The PRESIDING OFFICER. The 
Senator from Nebraska has 3112 min
utes, the Senator from Arkansas has 7 
minutes. Who now yields time? Time 
runs equally against both sides. 

Mr. EXON addressed the Chair. 
The PRESIDING OFFICER. The 

Senator from Nebraska is recognized. 
Mr. EXON. Mr. President, I have 

been listening with interest and I feel 
there are an awful lot of people who 
are misinformed as to what this 
amendment does. There has been talk 
of objection to this amendment be
cause somebody brought in a pet 
project. The pet project was the chick
en egg that was laid and hatched in 
the Finance Committee. That is where 
the pet project is. This amendment 
only corrects an unfair pet project, 
and I am wondering if people really 
understand that. Leadership and 
others have come to the floor and said, 
"Well, this has a lot of merit, but don't 
pass it now because it will unravel the 
package." Why would you unravel a 
package when you are raising $300 
million more in the next 3 years to 
help us adjust to this deficit situation? 

I think it not wise for the leadership 
to say, "This is the package that we 
have devised; don't fool with it; do not 
touch it; it is as perfect as we can be; 
and we are opposing it because it 
might unravel the package." 

What they are saying to us is, "You 
are in a straitjacket. You buy what we 

dictate and we are not going to toler
ate any tampering with it." 

Any time we can raise additional 
funds that are due, any time we can 
make a satisfactory arrangement 
where these people who had had their 
taxes def erred can pay them back in 
10 years where always before when we 
have converted from cash to accrual 
accounting we have only given them 4 
years, it is not accurate at all to say 
that this is not forgiven to many cor
porations, because all of these corpo
rations that are getting this sweet
heart chicken deal today would, if this 
amendment is not adopted, continue 
to receive it as far as they could into 
the future so long as that family 
owned that corporation. 

It is not fair. It is an egg laid in the 
Finance Committee. It is a pet project. 
We are trying to correct it here for 
fairness and to get some additional 
income. 

Mr. President, I ask unanimous con
sent to have several newspaper articles 
printed in the RECORD. 

There being no objection, the arti
cles were ordered to be printed in the 
RECORD, as follows: 
CFrom the Los Angeles Times, Oct. 14, 19871 

"FAMILY FARM" TAX BREAK ISN'T CHICKEN 
FEED 

<By James Flanigan) 
With lobbyists and tax lawyers fidgeting 

in the wings, the House Ways and Means 
committee on Tuesday took up reconsider
ation of last year's Tax Reform Act looking 
to get about $6 billion of new taxes by clos
ing loopholes-among them the curious case 
of the billion-dollar family farm. 

That's a reference to a tax law curiosity 
that allows farming corporations, no matter 
how large, to use a method of accounting in
tended to aid small family farmers. Big com
panies can qualify as family farms-even if 
they are listed on major stock exchanges-if 
65% of their stock is owned by no more than 
three families. For example, the company 
that makes McDonald's Chicken McNug
gets-Tyson Foods of Springdale, Ark.
qualifies as a family farm even though it 
has about $1. 7 billion in annual sales. 

How can that be? It's the kind of distor
tion that arises when tax law makes social 
policy. Back in 1976, in an earlier change in 
the tax laws, Congress decreed that all cor
porations should adopt the same type of 
cost accounting-called accrual accounting
the type, naturally, that brought the gov
ernment the most tax money. 

HEAVY LOBBYING 

But it exempted family farms, so as not to 
impose on small businesses the burden of 
keeping records like big corporations. Farm
ers could use cash accounting, which al
lowed them to continually defer taxes by 
purchasing feed at the end of one tax year 
and reaping the income from the fattened 
chicken or animal in the next. As long as 
they bought the same amount or more feed 
at the end of each tax year, that is, they 
could defer taxes indefinitely and thus 
enjoy an interest-free loan from the govern
ment. 

A nice deal for those who qualify and, as 
it happens, 18 of the 20 largest poultry 

farmers in the United States-names like 
Perdue, Gold-Kist, Foster Farms, Hudson 
Foods, Pilgrim's Pride, Pennfield-are tech
nically family farms and able to use cash ac
counting, even though all have revenue of 
$100 million or more and, presumably, are 
capable of keeping records like any other 
big company. 

So credit the law of unintended conse
quences for their tax break. 

But credit also the law of countervailing 
power-or more simply, envious competi
tors-for trying to get it repealed. Among 
top chicken producers there are two compa
nies whose pattern of stock ownership does 
not qualify them as family farms. One is 
ConAgra Inc., an Omaha-based $9-billion 
<sales) giant of the food industry that is the 
second-largest chicken producer after 
Tyson. Holly Farms, a $1.4 billion <sales> 
Memphis company, is the other chicken 
producer denied use of the cash accounting 
tax break. And so Holly and ConAgra are 
spending money on lobbyists and public re
lations-$500,000 for a six-month assign
ment is customary-to persuade Congress to 
undo the tax break of the big family farm
ers, who, of course, haye hired their own 
lobbyists to influence Congress to leave the 
law alone. 

Full employment for lawyers and influ
ence peddlers. Is that how the system 
works? 

GIVES COMPETITIVE EDGE 

As a matter of fact it is, says Cliff Butler, 
chief financial officer of Pilgrim's Pride 
Corp. of Pittsburg, Tex. That tax benefit, 
Butler says, "is the reason the consumer 
enjoys low-priced chicken"-a reference to 
the fact that chicken hasn't risen in price in 
half a century, and can still be had in the 
supermarket for 60 cents a pound. 

But tax breaks aren't the reason. Produc
tivity and economies of scale have made 
chicken a big and efficient industry. Tyson, 
for example, has its chickens grown by 6,500 
contract farmers, employs 26,000 people 
itself. ConAgra and the other big producers 
have similar arrangements. It's an industry 
that will give the American people an esti
mated 7 billion chickens this year, whether 
in supermarkets or restaurants. 

The tax break, in fact, may be a minor 
thing in such an industry. But it helps, says 
James Blair, counsel for Tyson Foods, 
which deferred $100 million in taxes last 
year. "Cash accounting encourages invest
ment," Blair says, "It's the way we have 
always used tax policies, not merely for rev
enue but for national priorities." Blair ne
glects to mention that because it is not 
available to all, the tax break is a competi
tive advantage by act of Congress. 

It is the kind of thing, in fact, that tax 
reform was supposed to do away with-dis
tortions arising from the confusion of tax 
and social policy. The family farm provision 
survived last year, however, and may indeed 
survive this week. It is low on Ways and 
Means' list of priorities because repealing it 
doesn't promise that much additional tax 
money, and the lobbyists for and against it 
may cancel each other out. 

Common sense may say that a billion
dollar business is not a family farm, but lob
byists and tax lawyers have little time for 
such sentiment. 
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[From the Arkansas Democrat, Oct. 17, 

1987] 
MEASURE CANCELS TYSON, HUDSON BACK 

TAXES 
<By Rex Nelson> 

WASHINGTON.-When the House Ways and 
Means Committee put together a package to 
raise $12 billion in new revenues for fiscal 
1988, it included a little-noticed provision 
that could save giant poultry producers in 
Arkansas about $500 million over the next 
three years. 

The committee announced Thursday it 
had adopted an amemdment that would 
repeal the cash method of accounting for 
companies qualifying under a loophole left 
in the 1986 tax bill. In that loophole, Tyson 
Foods Inc. and Hudson Foods Inc. fell under 
the definition of family farms, while one of 
their major in-state competitors, ConAgra 
Poultry Co. of El Dorado, did not qualify be
cause it is owned by a conglomerate. 

What was not revealed was that commit
tee Democrats <Republicans boycotted the 
drafting sessions> approved another amend
ment preventing the federal government 
from collecting deferred taxes from compa
nies remaining at least 50 percent family
owned. 

Ways and Means Committee Chairman 
Dan Rostenkowski, D-Ill., had favored a 
proposal designed to raise $600 million over 
three years. The amendment repealing the 
cash method of accounting will raise just 
$100 million during that period. 

According to The Wall Street Journal, 
Rep. Beryl Anthony Jr., D-Ark, led the fight 
to kill the Rostenkowski plan and thus save 
Tyson and Hudson potentially millions of 
dollars. The amendment to prevent the gov
ernment from collecting deferred taxes ties 
10-10, which would have killed it. But, ac
cording to The Journal, Anthony voted by 
proxy for Rep. Richard Gephardt, D-Mo., 
and the motion passed 11-10. 

Anthony, who represents Arkansas' 4th 
Congressional District, which includes El 
Dorado, is a friend of Gephardts' and has 
been a strong supporter of his campaign for 
the 1988 Democratic presidential nomina
tion. 

Anthony, who was not available for com
ment Friday, received $1,500 from Tyson 
family members for his 1986 re-election 
campaign. He is chairman of the Democrat
ic Congressional Campaign Committee, 
which, according to The Journal, received 
$30,000 in contributions along with a sister 
committee from Tyson family members on a 
single day in April. 

Tyson, the country's largest poultry com
pany, is headquartered in Springdale. 
Hudson Foods is based in Rogers. 

Firms qualifying for the loophole could 
defer paying taxes when stocking up on 
birds, feed and other inventory at the end of 
each year. 

Rep. Bill Frenzel, R-Minn., called the 
amendment preventing the government 
from collecting deferred taxes "a Perdue
Tyson poultry scam." 

Perdue Farms Inc. is a large poultry com
pany based on the East Coast. 

"They gave them a half-billion dollar free 
ride," Rep. Hal Daub, R-Neb., told The 
Journal. 

The Tyson family has donated $168,900 in 
the last 2112 years to congressional candi
dates, party committees and political action 
committees. Most of those contributions 
have gone to Democrats, including several 
members of the tax-making Ways and 
Means Committee. 

The 1986 tax bill forced most companies 
with more than $5 million in annual re
ceipts to switch from the cash method to 
the accrual method of accounting. Those 
companies then were forced to pay taxes on 
all previously earned income. 

While forcing the poultry giants to switch 
accounting methods, the practical effect of 
the Anthony amendment is that those com
panies don't have to pay the back taxes. 

"It's unbelievable," one Washington tax 
attorney said. 

FuN AND GAMES WITH CHICKEN FEED 
<By Ruth Simon> 

Most reasonable observers would not call 
Hudson Foods a family farm. Based in 
Rogers, Ark., Hudson is now the country's 
17th-largest poultry producer. In the fiscal 
year that ended last Sept. 28, Hudson 
earned $8.5 million on sales of $185 million. 
It went public in February, raising $21.3 mil
lion. 

Your basic family farm? The Internal 
Revenue Service, not always a reasonable 
observer, thinks so. As a result, Hudson was 
able to defer $7 .6 million, its entire federal 
tax bill, last year under long-standing IRS 
rules. This deferral can be rolled over more 
or less indefinitely. 

Hudson is not a fluke. Other agri-industri
al complexes, including $1.1 billion <sales> 
Tyson Foods and privately held Perdue 
Farms <estimated sales, $740 million), also 
routinely receive tax breaks originally in
tended for family farms. How? By qualify
ing under some rather arcane rules that 
allow "family farms" to use cash accounting 
instead of the accrual accounting the ms 
requires most companies to use when com
puting taxable income. The rules date from 
1919, when the Treasury concluded farmers 
weren't sophisticated enough to use accrual 
accounting and said they could use cash ac
counting instead. Big farmers didn't abuse 
the provision, because taxes were low. Be
sides, there weren't many big farms. 

The choice of cash or accrual is especially 
important for livestock farmers because 
such production costs as feed are incurred 
well before the livestock is sold. 

Consider a chicken farmer. Accrual ac
counting would require him to report a por
tion of his feed inventories at the end of 
each year, while not permitting him to ex
pense the feed until the bird was actually 
sold. The theory is that the feed is an inte
gral part of the cost of producing the bird. 
Accrual accounting says income and ex
penses should be matched, so feed costs 
should not be deducted until revenue is re
ceived. 

Cash accounting, in contrast, allows the 
farmers to report cash expenses and re
ceipts when they actually occur. That 
means the farmers can immediately deduct 
the feed as an expense, but he doesn't have 
to report the chickens as income until they 
are sold. Expensing in the current period 
while deferring income to a later period 
amounts to a tax-free loan to the farmer 
from the Treasury. The bigger and more 
profitable the farm, the larger that tax-free 
loan tends to be. 

In 1976 the Treasury argued that agri
businessmen were equipped for the rigors of 
accrual accounting. Treasury tried to limit 
cash accounting to farmers grossing less 
than $1 million annually. That sent the big 
livestock producers squawking to their con
gressmen, who chickened out. Even a farm 
grossing $1 billion or more could be a 
"family farm," Congress said, if at least 50% 
of its stock was controlled by a single 

family. It also carved out exceptions for in
dividuals, partnerships and Subchapter S 
corporations and for farm corporations con
trolled by two or three families. 

Hudson Foods Chairman James Hudson 
played those loopholes with the skill of 
Stephanie Grapelli on jazz violin. Hudson, a 
former Ralston Purina executive, and two 
other investors bought the business from 
Ralston Purina in 1972. Hudson bought out 
his co-investors in 1984, and took the farm 
public in February. 

But note the key: Hudson Foods has 12 
million shares outstanding. James Hudson 
owns outright 7 million of those shares, 
58%, and has the right under a revocable 
proxy to vote an additional 3 million shares 
owned by his family and company execu
tives. With Hudson effectively controlling 
10 million shares-83% of the common
Hudson Farms can do several more public 
offerings and still qualify as a "family 
farm." 

Hudson cheerfully agrees "it's been a 
long, long time" since he drove a tractor. 
But, he says, "Farming, as defined in the 
tax code, is the production of farm prod
ucts. It doesn't matter whether you ride a 
tractor or a horse." In other words, say 
Hudson, all farmers are created equal and 
should be treated equally by the IRS. 

Springdale, Ark.-based Tyson Foods, the 
nation's second-largest poultry producer 
(after ConAgra), is also proving adept at 
playing by the family farm rules. This $1.1 
billion agricompany contracts out chicken 
production to thousands of small farmers, 
and it derives more than 60% of its revenues 
from such "further processed products" as 
Chicken McNuggets and frozen dinners. 

To remain a family farm-but also raise 
public equity-Tyson recently reincorporat
ed in Delaware, where it can issue two class
es of stock. The Tyson family will trade its 
55% Class A holding for restricted Class B 
shares that carry ten votes each. Outside 
shareholders can keep the Class A shares or 
swap them for Class B, which pays a lower 
dividend. If only the Tysons make the 
switch, they will control 92% of the voting 
rights-far above the magic 50% minimum. 
Any new stock issued by Tyson will be of 
the Class A variety. 

Important? It is to Tyson. Tyson earned 
$35 million in the fiscal year that ended 
Sept. 28. Cash accounting allowed it to defer 
about $26 million in taxes. That amounted 
to 78% of Tyson's 1985 federal tax bill. 

"We consider ourselves as an umbrella 
over about 6,000 farms and farm families," 
says Chairman Don Tyson, defending his 
use of the family farming rules. "If we 
didn't have this kind of situation, we 
couldn't protect those 6,000 farmers.'' 

But do family farmers need such protec
tion? The fact is, cash accounting often 
works against farmers by making cattle, 
hogs and certain orchards attractive tax 
shelters and by encouraging overproduction. 
"I've seen too many instances where egg 
producers or others on a cash basis will 
expand their operation to avoid paying 
income tax," says Agriculture Secretary 
Richard Lyng, who was briefly on Hudson 
Foods' board. "That kind of tax policy has 
caused family farmers a lot of trouble." 

Chuck Hassebrook of the Center for 
Rural Affairs in Walthill, Neb. agrees. 
"Cash accounting," he warns, "really dis
torts supply and demand.'' And Tyson may 
soon freeze the amount it defers because 
tax factors are warping its business deci
sions. 
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This seems like just the kind of loophole 

genuine tax reform should plug. Indeed, the 
Administration's reform proposals would 
have limited cash accounting to companies 
with less than $5 million in gross receipts. 
But the big farmers and their lobbyists 
squawked as in 1976, and congressmen again 
clucked. Reforming farmers• cash account
ing was one of the first proposals to be 
dropped last year by congressional tax writ-
ers. 

Mr. EXON. Mr. President, I am pre
pared to yield back any remaining 
time that we have if the same is true 
with the opposing forces. 

The PRESIDING OFFICER. The 
Senator has yielded back his time. 

Mr. BRADLEY addressed the Chair. 
Mr. PRYOR. Has all time been used, 

Mr. President? 
The PRESIDING OFFICER. The 

Senator from Nebraska has 38 sec
onds. 

Mr. BRADL.EY addressed the Chair. 
The PRESIDING OFFICER. The 

Senator from New Jersey is recog
nized. 

Mr. BRADLEY. Is the Senator from 
Arkansas prepared to yield back the 
remainder of his time? 

Mr. PRYOR. We are prepared to 
yield it back. We have no more re
quests for time. Does the Senator 
from New Jersey yield back the re
mainder of his time. 

Mr. BRADLEY. Yes. 
Mr. EXON. I yield back the remain

der of the 38 seconds of which I have 
control. 

Mr. PRYOR. Mr. President, I move 
to table the Exon-Bradley amend
ment. 

The PRESIDING OFFICER. There 
is a motion to table. 

Mr. BRADLEY. Mr President, I ask 
for the yeas and nays. 

The PRESIDING OFFICER. The 
yeas and nays are requested. Is there a 
sufficient second? There is a sufficient 
second. 

The yeas and nays were ordered. 
The PRESIDING OFFICER. The 

clerk will call the roll. 
The assistant legislative clerk called 

the roll. 
Mr. CRANSTON. I announce that 

the Senator from Oklahoma [Mr. 
BOREN], the Senator from North 
Dakota [Mr. BURDICK], the Senator 
from Tennessee [Mr. Go RE], the Sena
tor from New Jersey [Mr. LAUTENBERG] 
and the Senator from Illinois [Mr. 
SIMON] are necessarily absent. 

Mr. SIMPSON. I announce that the 
Senator from California [Mr. WILSON] 
is necessarily absent. 

The PRESIDING OFFICER <Mr. 
GRAHAM). Are there any other Sena
tors in the Chamber who desire to 
vote? 

The result was announced-yeas 53, 
nays 41, as follows: 

CRollcall Vote No. 403 Leg.] 

Adams 
Baucus 
Bentsen 
Biden 
Bingaman 
Boschwitz 
Breaux 
Bumpers 
Byrd 
Chiles 
Cochran 
Conrad 
Cranston 
Daschle 
Dole 
Domenici 
Ford 
Fowler 

Armstrong 
Bond 
Bradley 
Chafee 
Cohen 
D'Amato 
Danforth 
DeConcini 
Dixon 
Dodd 
Duren berger 
Evans 
Exon 
Glenn 

Boren 
Burdick 

YEAS-53 
Garn Pressler 
Gramm Proxmire 
Harkin Pryor 
Hatch Quayle 
Hatfield Reid 
Hecht Riegle 
Heflin Rockefeller 
Helms Roth 
Inouye Rudman 
Johnston Sar banes 
Leahy Sasser 
Matsunaga Shelby 
Mikulski Stafford 
Mitchell Stennis 
Murkowski Stevens 
Nickles Trible 
Nunn Warner 
Packwood 

NAYS-41 
Graham McConnell 
Grassley Melcher 
Heinz Metzenbaum 
Hollings Moynihan 
Humphrey Pell 
Karnes Sanford 
Kassebaum Simpson 
Kasten Specter 
Kennedy Symms 
Kerry Thurmond 
Levin Wallop 
Lugar Weicker 
McCain Wirth 
McClure 

NOT VOTING-6 
Gore 
Lau ten berg 

Simon 
Wilson 

So the motion to lay on the table 
the amendment <No. 1258) was agreed 
to. 

Mr. PRYOR. Mr. President, I move 
to table the vote by which the motion 
was agreed to. 

Mr. DOMENIC!. I move to lay that 
motion on the table. 

The motion to lay on the table was 
agreed to. 

The PRESIDING OFFICER. The 
Senate will be ·in order. Those Sena
tors who have business to conduct 
other than that before the Senate will 
please adjourn to the cloakroom. 

AMENDMENT NO. 1259 

<Purpose: To guarantee budget deficit 
reduction compliance) 

Mrs. KASSEBAUM. Mr. President, I 
send an amendment to the desk on 
behalf of myself, Mr. BAucus, Mr. 
BIDEN, Mr. GORE, Mr. BUMPERS, Mr. 
CONRAD, Mr. D'AMATO, Mr. DODD, Mr. 
EVANS, Mr. EXON, Mr. HOLLINGS, Mr. 
LEvIN, Mr. SYMMS, and Mr. WEICKER, 
and ask for its immediate consider
ation. 

The PRESIDING OFFICER. The 
amendment will be stated. 

The legislative clerk read as follows: 
The Senator from Kansas [Mrs. KASSE

BAUM], for herself and others, proposes an 
amendment numbered 1259. 

Mrs. KASSEBAUM. Mr. President, I 
ask unanimous consent that reading of 
the amendment be dispensed with. 

The PRESIDING OFFICER. With
out objection, it is so ordered. 

The amendment is printed later in 
the RECORD under Amendments Sub
mitted. 

Several Senators addressed the 
Chair. 

Mr. BOREN. Mr. President, will the 
Senator yield to me for a brief state
ment? 

Mrs. KASSEBAUM. I yield. 
Mr. FOWLER. Mr. President, the 

Senate is not in order. 
The PRESIDING OFFICER. The 

Senate will be in order. 
Mr. BOREN. Mr. President, I would 

like the record to show that I had a 
very strong interest in the la.st vote. I 
was in a room in the Intelligence Com
mittee area where the bells did not go 
off. I was not informed that there was 
a vote in progress, and I arrived on the 
floor just as the vote was closed. 

Had I been present, I would have 
voted for the motion to table the 
amendment. I would like the record to 
reflect my views and why I was not 
present. 

The PRESIDING OFFICER. With
out objection, it is so ordered. 

Mrs. KASSEBAUM. Mr. President, 
this amendment is offered as a substi
tute for the leadership agreement. It 
replaces that agreement with an 
across-the-board approach to deficit 
reduction. 

We have all heard this debate many 
times, and I will be brief, because 
there are many who want to speak. 

I feel that this is a window of oppor
tunity for us in the U.S. Senate to 
show that indeed we can make a dif
ference. It is an equitable approach to 
our deficit problems; it is one that will 
work. It is a balance that gives us the 
opportunity for 1 year to put things 
on hold, both on the spending side and 
the revenue side, so that in the future 
we may be better able to sort out the 
options and the choices we do have to 
make. 

I think it is important to point out 
that with this particular package, we 
have a substantial saving in just 1 year 
of $41.3 billion. We have a total pack
age of $41.3 billion; total spending sav
ings of $25.1 billion; total revenue sav
ings increase of $16.2 billion. 

This is achieved by just freezing 
spending 1 year. The two exceptions 
are a 2-percent increase in COLA's on 
the entitlement programs with full 
funding on SSI and the full rise in ex
emption for standard deduction and 
personal exemption on the revenue 
side. 

This, I believe, is a balance that 
works, and you will hear many other 
comments, but it is a significant sav
ings. It is time that we do some real 
spending cuts and some real revenue 
to match that in order to help us 
during this difficult time. 

I would like to yield for a moment to 
some Senators who I know have to 
leave for a brief period of time. 

I am happy to yield to the Senator 
from South Carolina. 



December 10, 1987 CONGRESSIONAL RECORD-SENATE 34861 
Mr. HOLLINGS. Mr. President, at 

the outset of the domestic summit, the 
Nation had great expectations of a 
bold, dramatic package of taxes and 
cuts. Everything was on the table. At 
long last, we seemed prepared to reach 
out and touch the untouchables of en
titlements and COLA's. 

However, 6 weeks later, we are back 
to square one, business as usual. The 
summiteers promised to scale the 
fiscal Alps. But their final product
the leadership amendment-looks 
more like a budget molehill. 

Instead of fashioning a true fiscal 
solution, they conf ected yet another 
short-term political fix. The summi
teers claimed reductions of $30 billion 
for 1988, but once you cut through the 
cotton candy of user fees, asset sales, 
and IRS initiatives, you are left-at 
best-with only some $20 billion in 
substantive deficit reductions. It is the 
umpteenth reprise of smoke and mir
rors. And, not surprisingly-in the 
eyes of many Senators-the sequester 
is looking better and better all the 
time. 

Apologists for the summit package 
insist it is the best we can do. They are 
wrong. We can and must do better. 
Today as never before-short of a se
quester-our last, best hope for genu
ine budget reduction lies with the 
freeze proposal advanced by Senator 
KASSEBAUM, myself and others, and 
now supported by a bipartisan group 
of nearly two dozen Senators. 

When I originally proposed a budget 
freeze in 1982, we began with 11 votes 
and ended up with 38. Since then, the 
original Hollings freeze has been 
echoed in a series of budget freeze pro
posals. In 1984, we had the KGB 
freeze, Kassebaum-Grassley-Biden
Baucus. Today-as our Nation's fiscal 
crisis deepens-we have returned to 
what is, in essence, the 1988 model 
Hollings freeze. 

If I had my druthers, the freeze 
would take the following shape: 

By freezing budget authority spend
ing at 1987 levels for defense and non
defense discretionary, we would save 
$11.1 billion. By freezing-not cut
ting-COLA's at the 1987 levels plus 
freezing fiscal year 1988 reimburse
ment levels for services provided by 
doctors and hospitals at fiscal year 
1987 levels, we would save $8.5 billion. 
By freezing the 1987 tax rates, we 
would save $17 .2 billion. Debt service 
savings would be $1.4 billion. The total 
deficit reduction of this 1988 model 
Hollings freeze would be $38.2 billion 
in fiscal year 1988. 

And lest that sound draconian or 
contractionary, let me make this 
point. Although my own freeze would 
save $21 billion, the baseline budget 
for 1988 would still grow by a whop
ping $45 billion. 

Indeed, we could improve on this 
stripped-down Hollings freeze proposal 
by adding some bells and whistles 

from the summit package. For in
stance, the summit package includes 
an additional $1 billion in Medicare 
savings; $0.9 billion in Commodity 
Credit Corporation savings; and $9 bil
lion in new revenues. If we take that 
$11 billion in deficit reduction and 
combine it with a budget freeze, we 
would generate a total deficit reduc
tion of nearly $50 billion. At that 
point, you're finally talking about real 
money. 

Shared sacrifice has been the hall
mark of all my budget freeze propos
als. The 1988 model Hollings freeze 
would be no exception. Unlike the 
summit package, it would not single 
out retirees or any other group. The 
freeze is simple-no gimmicks, no 
fudge. It is fair-its impact is across 
the board. And it is final-it gets the 
job done. 

Yes, senior citizens would shoulder 
their share of cuts. But their cutbacks 
would take place in the context of 
across-the-board, evenly shared sacri
fice. Seniors have always been willing 
to do their share-as long as they are 
not singled out for disproportionate or 
unfair treatment. 

Mr. President, for weeks the summit 
conferees agonized as though they 
were giving birth to a porcupine. In
stead, they produced a mouse-a still
born mouse. 

The summit package has been 
scoffed at by the financial markets. Its 
own authors have damned it with 
faint praise. It has failed to rally a 
committed majority in the Congress. 
The time has come to break the 
logjam with a single, decisive stroke. 
The 1988 model Hollings freeze-or its 
kindred spirit, the Kassebaum freeze
is an idea whose time has come. 

Mr. President, I commend our distin
guished colleague for her leadership, 
persistence and perseverance. Others 
like Senators BIDEN and BAUCUS and 
all of us have been in the vanguard of 
the budget freeze. 

For years now, Senators have clung 
to the pipedream that we would grow 
our way .out of our deficits. In the 
process, we have indulged in a whole 
bag of tricks. The leadership confer
ence alternative offers numerous cases 
in point. For instance, it assumes an 
inflation rate of 4.2 percent, and from 
that inflated amount they extrapolate 
that they have cut $19.2 billion, and 
they give themselves a good Govern
ment award for cutting spending by 
$19.2 billion and raising taxes by $11.0 
billion for a total savings of $30.2 bil
lion. 

So I have to take reluctant excep
tion with my leadership. They have 
worked hard, but when they say if we 
do not pass the leadership alternative 
we face the specter of sequester, it is 
exactly this prospect that I have a 
mind in supporting the Kassebaum 
freeze proposal. We need a construc
tive, viable alternative that will get 

the job done. I repeat, the budget 
freeze is an idea whose time has come. 

The PRESIDING OFFICER. Who 
yields time? 

Mrs. KASSEBAUM. I am happy to 
yield time to the Senator from Dela
ware. 

Mr. BIDEN. I will not take that 
much time. I thank my colleague from 
Kansas. 

Before my friend from South Caroli
na leaves the floor, let me say what all 
of us know which is that he is the 
great granddaddy, the granddaddy, 
the father and the son of this notion 
of the freeze. He was talking about the 
freeze long before any of us, including 
the Senator from Delaware, and I am 
just sorry we did not heed his advice 7 
years ago, 6 years ago, 5 years ago, but 
maybe we will do it now. 

Mr. President, there is an economic 
crisis that is obvious in this country. 
We have to act wisely if we are going 
to avoid its worst consequences. It is 
my hope that before the Senate com
pletes action on this bill we will have 
taken at least one small step. 

The foundations of our economy 
have been weakened by years of 
excess. The full extent of our econom
ic problems are, quite frankly, not
withstanding what happened on Wall 
Street, not yet visible, but the finan
cial markets have tried to warn us. 
The litany of our problems is not new. 
We have been talking about the prob
lems for years. Therein lies our first 
problem: We have talked rather than 
acted. 

We have failed to devise long-term 
solutions to our budget deficit prob
lems. 

We have not acted to improve pro
ductivity, to increase our competitive
ness in ways that can help our trade 
situation. 

We have not reduced the deficit, but 
we have in fact been reducing support 
for education, job training, civilian re
search and development, infrastruc
ture and the like, and our deficit re
duction efforts have sometimes been 
part of the problem rather than part 
of the solution of reducing the deficit. 

We have done nothing to reduce our 
dependence on foreign capital. While 
we have talked of increasing savings, 
the fact has been greater consump
tion. We have failed to slow the 
growth of business, consumer, and 
government debt. 

Today, here on the Senate floor, 
there is little evidence that we are 
even laying plans to deal with these 
problems, not only today but in the 
future. 

The budget summit negotiations to 
reduce the budget deficit were, as have 
been stated by many today, good-faith 
negotiations. The negotiators worked 
hard to achieve deficit reduction. 
Their proposals will, in fact, reduce 
deficits by $33. 7 billion in fiscal year 
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1988, if everything turns out to be cor
rect. Estimates are that the deficit will 
be decreased from a potential $179.9 
billion in fiscal year 1988 to about $146 
billion. That is perhaps a good start. 
But unfortunately it does not even get 
us to the point where we were sup
posed to be at the end of the fiscal 
year just finished, which was $144 bil
lion. 

What is more, the leadership propos
al before us is not a plan. It is not a 
road map to lower deficits and a 
stronger economy. Instead, it is a com
pilation of many unrelated actions, 
some of which will have long-term 
benefits for deficit reduction, others of 
which may even be counterproductive 
to long-term deficit reduction. 

I am here tonight to propose an al
ternative again with my friend from 
Kansas. It is a freeze of Federal spend
ing and a freeze of the Federal Tax 
Code for both individuals and corpora
tions. It is an effort to combine real 
deficit reduction, of greater magnitude 
than that proposed by the so-called 
leadership proposal, with the time to 
develop a rational economic plan for 
our country which is lacking now. 

My support of the freeze proposal is 
not intended in any way to denigrate 
the efforts made by participants in the 
summit. In fact, it is a wonder that 
they were able to arrive at any agree
ment. They had the difficult task of 
reconciling the divergent views of Re
publicans and Democrats, conserv
atives and liberals, executive and legis
lative branches, and every other cat 
and dog that could be dragged into 
that room. 

But I do believe that the freeze is a 
better way to meet the immediate 
need for deficit reduction. It ap
proaches the problem from a different 
perspective. It seeks to develop a plan 
that will suit the American people, not 
just a few negotiators and some special 
interests. The sequester has been in 
effect since November 20. It will not 
be possible for much longer to call it 
off. Yet it is urgent that we find a 
better alternative than the summit 
proposal that has been offered to us. 

Let me just briefly describe the pro
posal for my colleagues here on the 
floor or listening in their offices. 

This proposal freezes spending and 
taxes for fiscal year 1988 at fiscal year 
1987 levels. We are going to be saying 
to the American people who expect an 
additional tax break, not more taxes, 
but an additional tax break, "You've 
got to hold off a year," and to every
one who expects more in terms of 
direct spending by the Federal Gov
ernment, "You've got to hold off a 
year, everybody hold a year, because 
we had a serious problem.'' 

The result of adopting our proposal 
will be to reduce the deficit by $43.3 
billion in fiscal year 1988, from a po
tential $179.9 billion to $136.6 billion. 
Even though it is only a 1-year freeze, 

it will achieve a similar level of over 
$40 billion in the next fiscal year, 
1989. 
It will save $16.8 billion by freezing 

spending. 
Defense appropriations will be 

frozen, saving $6.4 billion in fiscal year 
1988, followed by another $9.7 billion 
in fiscal year 1989. 

Domestic appropriations will be 
frozen, saving $4. 7 billion and $6.5 bil
lion respectively. 

Federal pay, including congressional 
salaries, would be frozen. 

Cost-of-living increases [COLA's] for 
all indexed programs, including Social 
Security, would be frozen at 2 percent. 
It is a 2-percent increase. So we are 
not talking about taking away money 
from people. We are talking about lim
iting the increase that people have. 
This will save $3.8 billion in fiscal year 
1988 and more in fiscal year 1989, even 
though COLA's will be capped for only 
1 year. Supplemental Security Income, 
upon which many elderly poor rely, 
will not be frozen at all. The full in
crease will go forward. 

Medicare payments . to doctors and 
hospitals will be frozen, saving $1.3 bil
lion and $2.2 billion respectively, with
out reducing service to the elderly. 

The freeze will increase revenues by 
$16.2 billion in fiscal year 1988. This 
will bring in increased revenues of 
$16.2 billion in fiscal year 1988 and 
$7.7 billion in fiscal year 1989. This is 
accomplished by freezing all of the 
provisions of the Tax Code for 1 year. 
Rates for both individuals and corpo
rations will be the same in 1988 as 
they were in 1987. 

We are not taking away anything 
given. We are just delaying for 1 year 
going to the next step. 

However, for individuals, the sched
uled increases in the personal exemp
tion and the standard deduction will 
not be frozen. That will go forward. 

So I say to all my fellow Americans 
listening that middle-income Ameri
cans, average Americans, will, in fact, 
continue to get some of the benefit of 
the next stage of the Tax Code's im
plementation. 

The freeze also incorporates several 
noncontroversial savings from the 
leadership proposal that save $9.8 bil
lion. There are also savings of $1.6 bil
lion in interest payments due to just 
the action we would be taking in low
ering the deficit. 

Think of that. What we are talking 
about here today if we adopt the 
freeze, merely by adopting the freeze, 
we will save $1.6 billion in interest. 

We argue on this floor about legisla
tion to increase education or 100 other 
things I can name by several hundred 
million dollars and we fight over it and 
talk about the budget consequences. 
We would save over a billion and a 
half dollars in interest if we just 
adopted this plan. 

The freeze offers a number of advan
tages for the difficult situation in 
which we find ourselves. 

Originally the freeze was proposed 
by us to urge the budget summit nego
tiators to move to a widely acceptable 
approach like the freeze. Actually, 
something like the freeze was consid
ered from time to time in the biparti
san budget negotiations. 

The freeze will spread the effects of 
deficit reduction fairly among all 
beneficiaries of Federal programs. It is 
an equitable approach, asking all to 
bear a small piece of the burden which 
belongs to us all. I believe that all 
Americans are willing to share in that 
burden to get our economy under con
trol as long as they know everybody 
else is in the same boat. 

In that connection, Mr. President, I 
would call to the attention of my col
leagues a letter from Cathy Reynolds, 
the president of the League of Cities, 
to my distinguished colleague from 
Kansas. She supports this freeze, call
ing it a proposal for "balanced deficit 
reduction." The elected officials of our 
cities and towns are the officials near
est the people, and I welcome this evi
dence of their support. I will ask that 
the full letter be printed at the end of 
my remarks. 

The freeze will provide more real 
deficit reduction in fiscal year 1988 
than the summit-$33. 7 billion for the 
summit versus 43.3 billion for the 
freeze. This will provide greater assur
ance of congressional intention to deal 
effectively with deficits. 

Even though the freeze offers great
er reductions in deficits, in the long 
run it will also off er greater protection 
to those who benefit-whether 
through the tax system or direct 
spending-from Federal programs. 
The leadership proposal is an open in
vitation to more haphazard spending 
reductions and tax increases in future 
years which may seriously hurt some 
people on a selective basis. 

The equity of the proposal is clear. 
There is an even split between in
creased taxes ($16.2 billion) and real 
spending cuts <$16.2 billion.) It reduces 
both defense ($6.4 billion> and non-de
fense <$4.7 billion) appropriations by 
significant but not damaging amounts 

It would keep deficits on a down
ward track, while allowing time to de
velop further deficit reduction meas
ures that can strengthen our economy. 
This is perhaps the greatest strength 
of the freeze. It allows us time to 
adopt measures that will help to stim
ulate saving. It will permit us to seek 
better ways to encourage investment 
and increase productivity. In other 
words, it will put in place a major defi
cit reduction measure that does not 
prejudice future actions. It will allow 
rational consideration of deficit reduc
tion rather than relying on marathon 
negotiations as the Christmas holidays 
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approach-always a poor way to make 
policy. 

In 1984, in a similarly difficult situa
tion, I joined Senator KASSEBAUM and 
others-at the time it was Senators 
KASSEBAUM, GRASSLEY and BAUCUS-in 
proposing a freeze, to put deficits on a 
downward path while Congress de
vised further deficit reduction meas
ures. The savings from the 1984 freeze 
would have been $45 billion in fiscal 
year 1985. The 1984 freeze would have 
resulted in declining deficits in 1985 
and 1986-estimated then at $161.5 in 
fiscal year 1985 and $148.5 billion in 
fiscal year 1986. My colleagues will 
note that we would then have been in 
fiscal year 1986 just about where the 
leadership proposal promises to take 
us if we adopt their package now. So, I 
hope we will not make the same mis
take again. 

In 1984 the Congress chose not to 
adopt a freeze. The result was record 
high deficits in the next two fiscal 
years of $212 billion and $221 billion. 

The freeze that we are offering 
today is basically similar to the one 
that we proposed in 1984, with mild 
modifications. It is clear in retrospect 
that we could have had a head start 
on deficit reduction had we adopted it 
then. This proposal today can work as 
well as the 1984 proposal would have 
worked. 

I urge my colleagues to join us in 
seeing the light. 

Quite frankly, Mr. President, it 
seems to me that the only way in 
which we are going to gain control of 
these deficits is to say: "Stop every
thing where it is now," guaranteeing 
significant savings that exceed the 
leadership package for the next 2 
years and, in the meantime, get about 
the business of reordering the budget
ary priorities in this Congress. 

I thank my colleagues for their in
dulgence. 

I ask unanimous consent that the 
letter of support from the National 
League of Cities dated December 9, 
1987, to which I referred, be printed in 
the RECORD at this point. 

There being no objection, the mate
rial was ordered to be printed in the 
RECORD, as follows: 

NATIONAL LEAGUE OF CITIES, 
Washington, DC, December 9, 1987. 

Hon. NANCY KAssEBAUM, 
U.S. Senate, Washington, DC. 

DEAR SENATOR KAsSEBAUM: I am writing on 
behalf of the public elected officials of the 
nation's cities and towns to support the rec
onciliation freeze amendment you and your 
colleagues have authored as a substitute to 
either the Gramm-Rud.man sequester or the 
so-called summit agreement. 

We believe that this is the only substan
tive proposal pending which would call for 
balanced deficit reduction, rather than call
ing for disproportionate cuts in a minority 
of federal programs. More importantly, it 
substitutes a proposal for which-unlike 
under Gramm-Rudman-the Congress 
would be accountable, but which would 

achieve meaningful and substantial reduc
tions in the federal deficit. 

Our membership believes that serious fed
eral deficit reduction requires careful scruti
ny of all federal expenditures. We are con
cerned at those proposals which would auto
matically excempt the majority of federal 
expenditures. The exemptions from scruti
ny or sequester have become so great that 
what is left is insufficient to achieve a bal
anced budget and would, in any case, lead to 
grave disinvestment in programs which pro
vide essential services to the citizens of this 
country. 

We are impressed and particularly com
mend your proposed freeze of federal tax 
rates as well as spending. Our members do 
not understand how this nation can afford 
to cut federal tax rates at a time of record 
federal deficits. 

While I recognize the overwhelming odds 
you confront, I am impressed with the cour
age of your convictions and wish you the 
best in your efforts. 

With best regards, 
CATHY REYNOLDS, 

President, Councilmember-at-Large 

Several Senators addressed the 
Chair. 

The PRESIDING OFFICER. Who 
yields time? 

Mr. FOWLER. Mr. President, I yield 
5 minutes to the Senator from Texas, 
Mr. BENTSEN. 

The PRESIDING OFFICER. The 
Senator from Georgia yields 5 minutes 
to the Senator from Texas. 

Mr. BENTSEN. Mr. President, we 
have been through this process time 
and time again. We had at least 20 dif
ferent proposals that we tried in that 
budget summit and much of it was 
input from Members. We tried several 
mutations of the COLA's to try to ac
complish this. Finally, we decided we 
could not get enough support for that, 
and that it would sink the whole pack
age. 

We came back to our individual cau
cuses, and in each instance, we were 
turned down on proposals that would 
have been a deferral or a freeze for a 
period of time. 

Now, let me tell you what has hap
pened to us. Let us look at some of the 
practical problems. 
If you go this way, you are going to 

find a substantial segment of our pop
ulation will be affected by it. This 
Kassebaum amendment would put a 2-
percent ceiling on Social Security cost
of-living increases. 

Here is the problem with it at this 
time: It is simply going to be too late 
to try to bring it about. It would be ex
tremely difficult to implement. Most 
of the checks are already printed with 
a 4.2-percent increase included. They 
are due to be delivered in just 3 weeks. 

The Social Security Administration 
has said to us that these checks can 
either go forward or they can be 
stopped. They cannot be changed. 
Checks could possibly be sent out at 
the old December rates. If that were 
done, then the checks would have to 
be late. I do not think that the Senate 
can support a provision which will 

make the January Social Security 
checks for some 40 million Americans 
arrive several weeks late. 

The other option is to pay the 
checks with the increase and then im
plement the lower rates later in the 
year. According to SSA, it would take 
at least 2 or 3 months to reprogram 
the computers to reduce the COLA to 
2 percent. We would then be in the po
sition of cutting benefits after benefi
ciaries have already accustomed them
selves to the higher rates. Of course, 
the projected savings would then only 
be partially achieved. 

In short, we would be, at this time, 
wreaking havoc on the people who 
depend on Social Security benefits. 

Mr. President, this is not a time to 
cast a vote just to make us feel good. 
This is a time for a vote that will do 
some good. A vote today for this pro
posed freeze amendment would do no 
good and potentially would do a lot of 
mischief. 

I simply ask my colleagues to consid
er what happens to the deficit reduc
tion process if the pending amend
ment passes. I will tell you what hap
pens to it. It will stop dead in its 
tracks. There is no way this is going to 
pass the House of Representatives. We 
can go into those conference negotia
tions and stay in those negotiations 
and try to convince them, and we will 
not prevail. We will come back here in 
disagreement and start the whole 
process over. 

I promise you, we will be here for a 
long time and we will see the new year 
before this one passes the House of 
Representatives, and I urge that we 
vote against it. 

The PRESIDING OFFICER. Who 
yields time? The Senator from Kansas. 

Mrs. KASSEBAUM. I would like to 
yield myself just about 1 minute to re
spond to the Senator from Texas re
garding the COLA adjustment taking 
into account the concerns that he 
raised. I would just like to clarify for 
the RECORD that there is language in 
our bill that specifies the effective 
date does not take place until January 
15, which answers the question of ad
justment on the COLA's. 

Mr. BENTSEN. I do not think it 
does take care of the situation. I still 
think you have a mechanical delay 
that is going to cause a very serious 
problem, from what I have been told 
by the Social Security people. 

Mrs. KASSEBAUM. Mr. President, I 
would like to yield 5 minutes to the 
Senator from New York, Mr. D'AMATo. 

The PRESIDING OFFICER. The 
Senator from New York is recognized 
for 5 minutes. 

Mr. D'AMATO. Mr. President, I rise 
this evening to support the budget 
package and amendment submitted by 
Senator KASSEBAUM and to give credit 
where credit is due to Senators KAssE
BAUM and HOLLINGS, who have been 
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advocating a budget freeze for a 
number of years now. They have done 
a marvelous job in articulating the 
flaws in the summit package, notwith
standing the effort made by those who 
have worked to put that package to
gether. 

Mr. President, to be quite candid, 
only in Washington can a $30.2 billion 
reduction package really mean $47 bil
lion more in spending. It is incredible. 

The summit package reduces the 
budget only after first adjusting for 
inflation, so we start with 1987 figures, 
we add 5 percent for inflation, then we 
come in with our cuts and what is the 
net result? The net result is a 1-per
cent increase in defense spending and 
a 4-percent increase in nondefense 
spending and we are back to the same 
old business. We go back to our dis
tricts and say yes, we are going to 
reduce the budgets and we are going 
to cut but do not cut my favorite pro
gram. We do not even have the cour
age to say: Let us freeze spending. And 
that is what this program does and it 
does it fairly and it does it with com
passion and it does not do it with 
smoke and mirrors; across the board. 

If we cannot stand up and go home 
to our constituents when we are in a 
critical time in this Nation, then 
shame on ·us. And maybe we should 
not be here. 

And we have got the Social Security 
lobby. And we have got the Member of 
Congress over on the other side, 
CLAUDE PEPPER, who gets up, and 
Jimmy Roosevelt who sends out the 
letters and tells them we are going to 
disembowel them, we are going to take 
your services away, we are going to 
hurt you. That is just not the case. We 
allow for a 2-percent increase as it re
lates to that important program; a 2-
percent increase where the COLA is 
affected and a 4-percent increase as it 
relates to those who are without. 
Those who are on disability, the SSL 

It is straightforward. It is honest. 
And it saves over $80 billion in 2 years. 
Real savings. 

If you are going to have any hope of 
getting the markets to respond in a 
positive way to what we are doing, 
then let us be mature, let us be honest, 
let us be factual. That is what this 
proposal does. 

I just say one other thing. To those 
people down on Pennsylvania Avenue, 
and to those who have great pride of 
authorship as it relates to the tax pro
visions and code that was passed last 
year, for God's sake wake up, Do not 
rest on pride of authorship. 

Oh, yes, so your tax provisions may 
be altered slightly. We are going to 
freeze the Tax Code for 1 year. But let 
the RECORD show that 88 percent of 
the American public who pays taxes 
will actually pay lower taxes as a 
result of this plan, if it is enacted; 88 
percent. Virtually everyone earning 
$50,000 and under. 

Mr. President, I spoke to a number 
of people, rather affluent, wealthy: 
stock brokers, corporate leaders. I said, 
if you had a package that really cut 
spending, that would be significant, 
and I explained this package that 
would reduce spending, would you go 
along with a 1-year freeze as it related 
to the tax package? They said yes. 

It may be that Senator BENTSEN is 
right. Maybe our House colleagues will 
resist it. But by God we owe it to the 
American people to attempt to come 
forward with a meaningful plan. Let 
us get it begun. 

There will be those who say we have 
broken faith with the public because 
we came forth with a tax proposal 
that reduced the top tax from 38 to 28 
percent and we would withhold that 
for 1 year under this plan. But the 
fact is that 88 percent of all individ
uals would experience no increase in 
taxes or actually get a tax cut. Almost 
uniformly, taxpayers under $50,000 
would get a tax cut. 

The reason is because we would 
allow the standard deductions that 
were provided for in the code of 1986 
to continue to go up, exemptions 
would go from $1,900 to $1,950, and 
the standard deduction would increase 
from $3,670 to $5,000. 

Mr. President, let me simply say I 
did not put this package together. Sen
ator KASSEBAUM did. And she had the 
courage to move forward and to articu
late it and to attempt to galvanize 
people. This is something Senator 
HOLLINGS has spoken about. I think 
the leadership should begin sometimes 
to wake up and look at what the Mem
bers really want instead of holding in 
the Members; because of that power of 
leadership, act in a very positive 
manner in saying let us give the best 
proposal an opportunity at passage so 
that · we can truly say that we have 
come together to do the business of 
the people. 

By God, when we have come to this 
Senate, that important, distinguished 
body, we do it a great disservice if we 
fail to go forward and meet the cour
age of our convictions and continue to 
play petty politics. 

I commend, again, the Senator for 
having the courage to move forward in 
the face of very strong, unified opposi
tion. 

I yield the floor. 
The PRESIDING OFFICER. The 

Senator's time has expired. 
The Senator from Kansas. 
Mrs. KASSEBAUM. I would like to 

yield time to the Senator from Wash
ington. 

The PRESIDING OFFICER. The 
Senator from Washington is recog
nized. 

Mr. EVANS. Thank you, Mr. Presi
dent. 

Let me first, as my colleagues have 
done, congratulate the leadership for 
the long and extended negotiations 

they went through to come forward 
with a package. Far better that we 
have a package in front of us than no 
package at all. Far better that we have 
brought forward what this Senator at 
least believes is an incomplete and in
adequate package than be staring at 
sequestration as the only alternative 
in front of us. 

But having said that, Mr. President, 
now it is our turn. The leadership, as 
they have said, have done the best 
they can. And I congratulate them for 
having done that. But now it turns to 
us, all Members of the Senate. It is up 
to us to do the best we can and, frank
ly, I, for one, do not want to be count
ed among those who are captured by 
temporary timidity or who could be 
fairly accused of creeping cowardice. 

Mr. President, too much of what we 
face in the difficulty of the program 
we are now presenting is what I would 
call a self-fulfilling prophecy. Let me 
describe to you conversations I have 
had in the course of the last week. 
One conversation with a very senior 
White House official who said candid
ly: Your package is a better package 
than the one agreed to by the leader
ship and the administration. It clearly 
would be better for the country. But, 
it simply cannot pass. And so, there
fore, we ought not to adopt it. 

·I have talked to some of my fellow 
colleagues who are up for reelection. 
They say: Your package is the best 
package for the country and one we 
ought to endorse, but my advisers tell 
me that it is dangerous politically if it 
does not have a chance of passage. 
And so the self-fulfilling prophecy 
picks up steam. 

We are told by the leadership in the 
House on both sides that there are not 
anywhere near enough votes in the 
House to bring this forward and so, 
therefore, we ought not to pass it no 
matter how good it might be, theoreti
cally. 

So the self-fulfilling prophecy gath
ers further steam. 

Mr. President, I have talked to a 
good many House Members. They do 
not tell me the same story. They say 
there is a lot of support out there 
among the membership, just as there 
is among this membership. 

There are some others in this body 
who say, "Well, I am with you on a 
spending freeze, but I do not like to 
delay that tax reform package for 1 
more year, and, therefore, I cannot 
vote for the package." And so the self
fulfilling prophecy gains more steam. 

Mr. President, I think it is time for 
us to quit worrying about self-fulfill
ing prophecies. It is time for us to take 
bold action. I am certain that if this 
Senate were to adopt this package and 
pass it and send it to the House of 
Representatives, there is a very good 
chance indeed that the House of Rep
resentatives would respond positively. 
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I can guarantee you, Mr. President, 

that no matter what is said now, I 
cannot conceive that if a Senate and a 
House sent a package like this to the 
President accompanied by an ebullient 
and rising market, by editorials prais
ing it, which I am confident would 
come from all over the country, that 
the President in the face of that would 
turn it down. 

Mr. President, bold action is neces
sary. 

Let me describe very briefly two sce
narios. I fear they are the two scenar
ios which face this Nation over the 
next year. 

One, insufficient response. I would 
call the leadership package insuffi
cient response. I believe with all my 
heart that it will lead not to a falling 
but a raising deficit; that it will have a 
dampening effect on the economy, and 
we will see further shudders in the fi
nancial markets and the resulting 
shudders throughout our economy. 

We will be faced, believe me, with an 
emergency next spring, and we will be 
back revisiting this same issue as we 
begin to deal with the budget for fiscal 
year 1989. 

We will be facing bigger deficits 
which inevitably lead to higher inter
est rates, the only way we can attract 
enough money from here and overseas 
to finance that larger deficit. Just as 
inevitably we have higher interest 
rates, we will have higher inflation. 

What good does that do to an elderly 
citizen trying to exist on Social Securi
ty who cheers when the full 4.6 per
cent cost-of-living allowance comes 
into their retirement check to find 
that a year later inflation is rolling 
along in double-digit figures? Have 
they gained anything? 

What good is it for a taxpayer to get 
a tax cut now through the tax reform 
package only to find a year from now 
that the economy has stumbled so 
badly that their investments, their 
background, their future, their jobs, 
are all in jeopardy? 

No, Mr. President, I do not think 
that is the scenario this Senate ought 
to buy. 

There is a different one. It is for us 
to be bold enough to catch up with the 
rest of the American people, the 
American people who I am confident 
are willing to do as my colleagues have 
said earlier. That is to engage in a 1-
year "hold it" package to make sure 
that we all recover economic strength 
and security. 

Let us opt for a big and a bold, even
handed package, created through an 
ebullient economy, and in doing so 
lower not raise inflation rates, in doing 
so have a smaller not a larger deficit 
to finance, in doing so recreate some 
confidence within the international fi
nancial community and among our 
trading partners. It is a better end 
result for those same retirees and 
those same taxpayers to take the 

small freeze now. A year from now 
they will unquestionably in my mind 
be better off. 

Let us talk about a freeze a little bit 
compared with the leadership pack
age. 

The leadership package will increase 
current taxes on taxpayers by about 
$11 billion. We will ask everyone who 
uses a telephone, and I know of few 
people in this country who do not, to 
pay more to use the telephone, wheth
er rich or poor. There will be other 
what some would call nuisance taxes 
or sin taxes. But, nonetheless, they are 
tax increases. 

The proposal we suggest has no tax 
increases in it. It merely says, "Wait a 
year to get further tax cuts." 
If we do not do that, if we adopt the 

leadership package, let me tell you 
what will happen. 

For the second year of the tax 
reform, I endorse it and believe that a 
year from now it ought to be imple
mented as part of the total tax reform 
package. But between the time we 
passed tax reform and today we have 
had October 19 and the successive 
days in which the market has shown 
us very clearly that we better do some
thing better than we are about to do. 

Let me tell you what will happen. 
We will be asking citizens for new 

taxes. We will be forcing such cuts on 
a narrow focus of our citizenry. We 
will be saying to some, "Get your full 
cost-of-living allowances," but we will 
be saying to taxpayers through the 
second year of tax reform, those at the 
lower end of the tax brackets, from 
zero to $10,000, $10,000 to $20,000, 
clear up to $50,000 of income, most of 
the taxpayers of this Nation, "You are 
going to pay more in the way of taxes 
because that is the working of the 
second year of tax reform." 

But, oh, yes, there are tax cuts, and 
they are for those from $50,000 and 
up, and they are most particularly for 
those taxpayers, if you can believe it, 
with incomes of $200,000 a year or 
more who will receive a tax cut of $8. 7 
billion, all of that in the face of this 
leadership package asking people to 
pay more for their telephone bills, to 
pay more in a wide scattering of what 
some would call luxury or sin taxes. 

Mr. President, under the circum
stances now existing, that is simply 
unfair. 

As an alternative, the freeze would 
say, "Next year we will hold it. Nobody 
will pay any more than they are 
paying today in tax year 1987." 

In fact, all taxpayers will pay a little 
less because in this package we will 
allow standard deductions and stand
ard exemptions to rise, thus lowering 
the tax burden. 

Mr. President, those who are con
cerned that if we delay this tax reform 
transition by a year they will never get 
it, I am prepared to add a proposal to 
this, if we adopt this package, that I 

think will handle this program. It 
would require that in order to further 
modify or further delay the transition 
period, we would have to go through a 
procedure much like the Budget Act 
that would require a 60-vote waiver, 
which I think is good protection 
indeed. 

Mr. President, we have heard from 
the distinguished chairman of the Fi
nance Committee that it is too late; 
Social Security checks are already 
being prepared; that we cannot pro
vide any change. 

Mr. President, I simply reject out of 
hand that as an argument against this 
package. We have waited for the liter
al 40 days and 40 nights of this negoti
ating committee to finish their work, 
for them to say after this extended 
period, "We have acted but we have 
taken so much time that now you are 
prevented from an alternative action." 

That is not fair either, and it is not 
necessary. The Senator from Kansas 
[Mrs. KASSEBAUM] has already spoken 
on the effectiveness date we have pro
vided, but more importantly, if we are 
able to adopt this amendment, Mr. 
President, it is time for the Social Se
curity and other administrations to 
take another look to decide just how 
they can work overtime if necessary 
and accomplish what we then would 
be on our way to requiring. 

Mr. President, this can be achieved. 
It can be achieved realistically. We are 
being asked in a short period of time, 
in just a few hours really, to adopt 
this, almost 800 pages of change. That 
contrasts, Mr. President, with the pro
posal we are making to substitute for 
it-a thin, simple, easily understood, 
doable package. 

There is some real question as to 
whether that whole 800 pages will 
really accomplish what we are trying 
to accomplish. There is no question 
that a simple freeze which we have in
cluded in here and a simple delay of 1 
year in the tax cut provisions of the 
Tax Reform Act will be carried out 
and we will gain all of the budget cuts 
we have suggested. 

We are asking for one thing, and 
that is a simple sacrifice of all Ameri
cans for 1 years, evenly spread on both 
those who receive benefits and those 
who pay taxes. It is a 1-year sacrifice. 
And to what end? The end is to gain 
the second scenario I pointed out, to 
save for ourselves a better economy 
and a better future, to give ourselves a 
chance to recover from the trade defi
cits which now plague us. And the al
ternative of acting timidly, maybe 
even cowardly, to not be willing to face 
up to some difficult votes I fear is 
going to lead us down the wrong path. 

Are we unwilling? Well, as Ameri
cans I do not think we are unwilling. I 
think they are way ahead of us. We 
might be unwilling as Senators, but 
the citizens out there, I am convinced, 
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faced with these two alternatives and 
clearly explained to them, would opt 
overwhelmingly for the amendment 
now before you. 

Our people very often are ahead of 
us. In this case, I am confident they 
are ahead of us. It is time for us to 
catch up, and the best. simplest, most 
straightforward way for this Senate 
and ultimately this Congress to catch 
up is to , take the bold and I think 
rather courageous action necessary to 
pass the amendment sponsored by the 
distinguished Senator from Kansas 
and many of us who joined her in this 
effort. 

Mr. CHILES and Mr. EXON ad
dressed the Chair. 

The PRESIDING OFFICER. Who 
yields time? 

The Senator from Florida. 
Mr. CHILES. Mr. President, I yield 

myself such time as I might need. 
Mr. President, I start out by compli

menting the Senator from Kansas and 
her cosponsors for proposing this 
amendment. I know it is done with a 
great sense of feeling that this is the 
right thing to do. I know that it is also 
done with a great deal of courage. I 
am delighted to see that kind of cour
age in the Senate. I know that the 
Senator from Kansas has often dis
played that, and I know it has a lot of 
sincere sponsorship. It has some f ea
tures of fairness that are attractive to 
all of us because it seems to balance 
off the sacrifice that it is calling for on 
the freeze side with a freeze on the tax 
rate. 

I think that we need to examine it 
closely though, and I think we need to 
look at the situation in which we find 
ourselves in light of the economy. And 
as one of those who had to spend that 
40 days and 40 nights that has been 
talked about-and it seemed to me it 
was an awful lot longer than that-in 
the budget summit, I can tell you it 
was an incredibly long time and we did 
explore many, many alternatives in an 
attempt to see what we could do. 

It is interesting because I hear it 
said, "Let's just take this action. We 
don't care what the House will do. The 
House will maybe go along, there will 
be an outpouring of support for this. 
The President will go along because 
there will be an outpouring of sup
port," and yet let us recall where we 
find ourselves now. We find ourselves 
with sequester in effect. It is not a 
question of going into effect. It is al
ready happening. Some withholding is 
taking place. Some is not being felt be
cause the agencies have a little money 
on hand and are able to stave it off for 
a period of time. But we know that, 
again, whatever action we take is 
going to be taken in a very short 
period of time. It is going to be taken 
between now and the next several 
weeks or the full force of that seques
ter will be in effect. And we also know 
that the markets which are incredibly 

fragile are watching the actions we 
take. 

Now, the Senator from Florida is not 
going to be one to say that the leader
ship package is all that I thought it 
should be, all that I thought the situa
tion demanded, all that the economy 
needs. It is none of those things. But 
having said that, it has been out there 
for a while. The market has looked at 
it, you might say, and while maybe it 
has not buoyed up the market, at the 
same time the market has not col
lapsed in the face of it. There has 
been some kind of feeling of can they 
pass this, can this happen, can they 
get this done? And we see other fac
tors now seem to be affecting the 
market. 

I noticed for a few days every time 
anything happened in the market, the 
writers would say they thought the 
package was not good enough. 

I do not read that anymore. It is im
portant for whatever reason they 
think. And we know, of course, Wall 
Street wanted more, and whatever we 
had done they would have wanted 
more because regardless of what they 
have done before to bring the market 
into such a bad situation, they now 
want to say it is up to Washington to 
bail them out. 

But in the summit we did not ask 
the administration people one time; 
we asked them time, after time, after 
time, "Is there a possibility of getting 
the President to go along with some 
delay on the tax provisions?" And we 
got the answer back repeatedly. "No, 
no, no. This is the cornerstone of the 
President's whole policy. He will not 
deviate from that." We went back one 
time and said, "What about 3 months 
on just the top portion, just the 33 
percent to the 28 percent, what about 
3 months on that?" Exactly the same 
answer. just as adamant, just as 
strong. We were told that that was im
possible to do. 

Now, of course, we saw also what 
would happen every time something 
would be said about COLA's, and it is 
interesting because in many instances 
the Republican Members of the House 
were the ones who said, "No, no, no," 
to consideration about that. And at 
times there were others, of course, 
who joined in. Never, of course, was 
that officially put on our table, but it 
certainly was discussed, as everyone 
knows, and every combination of it 
was discussed to see whether it was 
possible to put together some combi
nation of that, and again it never was 
possible so that the White House 
would go along with it or so it looked 
like there was any opportunity to do 
that. 

Now I want to look at the package 
itself just for a minute. I tried to say a 
lot of good things about the structure 
and all. But now when I look at this 
package I think what I would be look
ing at if I were an analyst is not just 

what happens in 1 year but what hap
pens in year 1, year 2, year 3, year 4, 
and looking into the outyears. When I 
compare the packages with this mouse 
that people have tried to call the pack
age that we have before us, and I look 
at this tiger, I am not sure that this 
tiger has the teeth that we are trying 
to attribute to it. It appears to me that 
it is a 1-year tiger, or sort of a paper 
tiger. 

Where do the savings come from? 
The savings, it is interesting, come 
from the Social Security freeze and 
the Medicare cuts. So we are taking all 
the savings out of the seniors, and we 
are saying that is all right. It is fair to 
you. But do not look at any of the 
other entitlement programs. 

I do not find any savings out of the 
entitlement programs. I do not see 
anything coming out of agriculture, 
farms. I do not see any savings coming 
out of there. I do not see anything 
coming out of student loans. I do not 
see anything coming out. All I see is 
Medicare, Social Security; we will just 
take it in that kind of place. And we 
will say it is good for us because we are 
going to help the economy. 

You know, if you can make that kind 
of argument and the Senator from 
Florida has had a proposal in which 
several years ago I floated it and went 
down in my State, discussed with my 
seniors, and basically felt like maybe it 
would have been a disaster if it passed, 
but I felt like I could offer it and I did 
off er it at times. It called for a freeze 
on Social Security. for a year freeze on 
Social Security, it also called for some 
new taxes, and it balanced them off 
similar to what we are looking at here. 

But the taxes were real. And the 
taxes were going to be something that 
would continue. Here the freeze on the 
taxes is 1 year, and then it is over. And 
the Senator from Washington said he 
is going to put something in there if it 
passes so it takes 60 votes to try to do 
anything in the future on those taxes. 

But that COLA cut keeps cutting. It 
cuts and cuts. It sort of keeps cutting, 
but the tax cut does not. Again, I look 
at agriculture. And I look at these 
people that have this great courage 
that have proposed this freeze. I do 
not see any c.uts in agriculture. I do 
not see any cuts across there. 

It seems like to me if we are going to 
say you are going to hold up building 
post offices or you are only going to 
build 25 percent of them for a period 
of time, that takes a little courage. Ev
erybody has some post offices. I sure 
have some around and I think every
body else does. But I do not see any 
cuts like this. 

Again, and the point that I really 
want to make is, weigh these packages 
together and compare them. And we 
have some comparison sheets that are 
set out. You will see in year 1, the 
Kassebaum package has more savings. 
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It has more savings like $40 something 
billion to $30 billion in the first year. 
But then if you look at every year 
after that, beginning in year 2, and 
look in the outyears, then you see that 
the leadership package saves much 
more and continues to save more in 
the outyears. And I believe that if I 
was that analyst on Wall Street I 
would be looking at one that is writing 
into permanent law, savings that are 
going to continue, spending cuts and 
revenues that are going to continue. 
And I would look in the other and I 
would see some that are not. 

The defense and domestic appropria
tion ceilings are only for 1988. Yet, in 
the leadership package, they are for 2 
years. They continue. So while as I say 
it is $44 billion to $37 billion in the 
second year, from then on the reve
nues that are in the leadership pack
age-because they continue and the 
spending cuts because they are more 
permanent and they continue-and 
the savings will be greater. 

So given the fact that not only does 
it have the opportunity of passage, 
and that it is blessed by the leadership 
of the White House and the House 
and the Senate, and certainly that I 
think is a major reason understanding 
what we are about here and trying to 
pass something, but in addition to that 
weighing the packages themselves. If 
you are looking at the long haul, if 
you are studying this, what is structur
ally really being done is to say we are 
going to sort of reverse the way we are 
doing business, we are going to start 
this deficit going the other way, and 
weighing on that basis then I think 
the leadership package is a better 
package. 

Mr. EXON addressed the Chair. 
The PRESIDING OFFICER. Who 

yields time? 
Mrs. KASSEBAUM. I yield 10 min

utes to the Senator from Nebraska. 
Mr. DOMENIC!. I wonder if I might 

follow the Senator from Florida for a 
few minutes. 

Mr. CHILES. I will be happy to yield 
such time as he needs. 

Mr. DOMENIC!. Ten minutes. I will 
try to keep my remarks to 10 minutes. 

The PRESIDING OFFICER. The 
Senator from New Mexico is recog
nized. 

Mr. DOMENIC!. I thank the Sena
tor, the chairman of the committee, 
for yielding. 

I, too, want to off er my congratula
tions to those who have put this freeze 
package together. I guess I was almost 
going to say so-called freeze and I am 
because I think this freeze is some
what of a misnomer. We ought to 
make sure everybody understands 
what it is. But I want to commend you 
for taking on some very difficult 
issues. Obviously, you have addressed 
the automatic cost-of-living increase 
for the pension programs, including 
Social Security, and you have raised 

some revenues with the freeze in the 
Tax Code. But I guess what I really 
must share with you as much as I 
admire you and have respect for you, 
and all those who have spoken out for 
this very powerful tiger that is sup
posed to be up against this mouse, I 
regret to tell you that I am not at all 
sure that if your goal and objective is 
to send a strong signal to someone, I 
assume the marketplace of America, 
Wall Street, the business community, 
you will want to send them a very 
strong signal that your amendment is 
going to get the deficit under control 
and the leadership package is not. 

Well, I regret to tell you that I agree 
100 percent with my friend, the chair
man of the committee. Let me give 
you a couple of numbers for Senators 
who are disposed to vote for the tiger 
over the mouse. Using as good of an 
analysis as I am capable of, if every
thing happens as you all plan it in 
your package, and I will tell you in a 
little while that you are gambling on 
some of your package's things happen
ing, your package will save $82 billion 
over 2 years. And the mouse will save 
$79.9 billion. Will you permit me to 
round the leadership package's total 
and call it $80 billion; $82.8 billion 
versus $80 billion. I do not really be
lieve we should categorize the two 
packages as one being a big tiger and 
the other a little mouse if those are 
the numbers. 

Those are the numbers. As a matter 
of fact, the tax policy that is carried 
out in this so-called freeze, in this Sen
ator's opinion-aside from tinkering 
with the tax reform package, which I 
do not believe you will ever get signed 
into law, and I think that might be 
reason enough not to proceed with it, 
but let us just assume that you could 
overwhelm the President and he 
would sign it-moves in the wrong di
rection. It increases the tax base in 
1988 substantially, and then it in
creases the tax base almost none the 
next year. You have a 1-year freeze 
and then nothing. 

The Finance Committee, following 
the direction of the summit, moves in 
the right direction-a little over $9 bil
lion of revenues in the first year and 
$14 billion in the second year-for a 
total of $23 billion which will reoccur 
in later years. As a matter of fact, it 
will grow. 

Your package moves in the wrong di
rection; absolutely the wrong direc
tion. We will have to come back next 
year and raise taxes again to pick up 
the taxes that are not in your package. 
There is $14 billion in this one. Includ
ing cost-of-living indexes, if the distin
guished chairman is correct, there is 
$10 billion of savings in this package 
from 2-percent cost-of-living increases 
instead of the 4.2 or 4.4 percent the 
pensioners are entitled to. Further, 
the chairman of the Finance Commit
tee says you cannot even recoup all of 

the estimated savings from your 2-per
cent increases. It is too late. The 
checks are already printed and you 
will either send a Social Security 
check with a COLA in it or you will 
send them none, or you will be in Feb
ruary and March trying to collect back 
from seniors across the country what 
you paid them by mistake because you 
cannot get the change to 2-percent in
creases done in time. That is an enti
tlement program. We are cutting the 
structural deficit by cutting entitle
ments. 
If my numbers are right, under my 

definition of entitlements, the leader
ship package has $13.6 billion in enti
tlements over the 2 years. The pack
age that is here labeled a tiger has $15 
billion, $10 billion of which is from the 
cost-of-living indexes. 

What happened to · the rest of the 
entitlements-agriculture; Medicare; 
student loans; post office savings such 
as transferring, as we should, the costs 
of postal pensions to the Postal Serv
ice; and the other entitlement savings 
that are in the leadership amend
ment? 

It seems to me that unless one really 
wants to make a point that we ought 
to partially freeze the COLA's because 
we want to prove that we can do that, 
this package-with a 1-year episode of 
COLA reductions and a 1-year episode 
of freezing the tax reductions that are 
going to occur-is saying that regard
less of what the tax revenue and enti
tlement savings, numbers say if you do 
those two things, there is something 
that makes it inherently better. 

Frankly, I have said that we must 
address the entitlements sooner or 
later in America. I will say in passing 
that I believe the debate this year has 
finally reached the point where sooner 
rather than later the leadership of 
America will address the entitlement 
programs. This is not addressing them. 
There are more savings in the entitle
ments in the leadership package than 
in the substitute package, in the 2 
years. 

We have all grown accustomed to 
the fact that if you freeze the COLA's, 
you get the savings. But freezing 
COLA's alone does not get you the 
leadership package's savings when you 
change Medicare the way the Finance · 
Committee changed it. In agriculture, 
you do not get the savings that the 
Agriculture Committee gets when it 
changes the agricultural program as it 
has done. You do not get the change 
in the student loan program where 
you are ordering every State to reduce 
its reserves, as is done in the leader
ship amendment. 

Frankly, if you had a 2-year or 3-
year plan that involved changing the 
entitlements and changing the taxes 
in this manner, you could call it a tiger 
and you could call the other one a 
mouse. 
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I do not think $82 billion versus $80 

billion is all that much difference; and 
I think the tax policy reflected in the 
Finance Committee bill is better for a 
deficit reduction than a 1-year freeze 
in the Tax Code which has no recur
ring effect thereafter. Indeed, the fi
nance tax provisions provide a recur
ring tax increase as prescribed by the 
summiteers. 

I have the highest respect for those 
who off er this package. There is one 
other serious shortcoming in talking 
about real savings and a real package. 
I will speak to that shortcoming, and 
then I will sit down. 

The package that the leadership of
fered has a budget authority and an 
outlay limitation on defense and a 
budget authority and an outlay limita
tion for the appropriated accounts, 
nondef ense-both budget authority 
and outlays in 1988. For the first time 
in history, it also has the same limita
tions in the second year. The leader
ship package's 2 years of limitations 
will cause real outlay savings. 

The substitute package has nei
ther-it has outlay limitations in . nei
ther year-budget authority in defense 
and budget authority in appropriated 
accounts and no outlay limitations. 
That is a step backward from where 
we all wanted to go. 

I apologize on the outlays. If you put 
it in a modification, it was not in the 
amendment. 

I ask the prime sponsor: is there an 
outlay limitation in 1988? 

Mrs. KASSEBAUM. No. 
Mr. DOMENIC!. In neither 1988 or 

1989 do you have budget authority? So 
my statement is accurate. 

I want to say in conclusion that if 
there were an enormous difference be
tween these packages, perhaps an ar
gument that we ought to gamble, 
which I think is being offered here, 
even though the President says no, we 
should gamble anyway; even though 
the summiteers said no. But I do not 
see this package, as I view it and as I 
analyze it, to be significantly better 
than the leadership package that is 
pending before us, which will become 
law, which will get signed by the Presi
dent, and which, both in spirit and in 
substance, will be adopted in confer
ence. That is how I see it. 

Mr. EVANS. Mr. President, will the 
Senator yield for a question? 

Mr. DOMENIC!. I understand that 
the distinguished prime sponsor has a 
modification. 

Mrs. KASSEBAUM. I just wish to 
correct for the RECORD that there is 
not a cap in 1988. There is in 1989. 

Mr. DOMENIC!. Budget authority 
or outlays? 

Mr. EV ANS. Both. 
Mrs. KASSEBAUM. There is a 

budget authority cap in 1988 on both 
and neither in 1989. 

Mr. DOMENIC!. So I believe my re
marks remain intact. I think my own 
analysis is correct. 

The PRESIDING OFFICER <Mr. 
DASCHLE). Who yields time? 

Mr. EV ANS. Will the distinguished 
Senator from New Mexico yield for a 
question? 

Mr. DOMENIC!. I am pleased to 
yield. 

Mr. EVANS. Mr. President, to clear 
this up, I have the amendment in 
front of me, and I believe that for 1988 
there is a limit on both budget author
ity and outlays for both domestic and 
military spending. But that is not the 
question. 

The question is this: I presume that 
the distinguished Senator and ranking 
member of the Budget Committee en
dorses the folder which the Budget 
Committee has just sent out, dated 
December 10, 1987, revised program, 
which sets forth the two programs
the committee's program and the 
Kassebaum proposal-side by side. I 
encourage all my colleagues, inciden
tally, to read it. I think it is the very 
best argument for adopting the freeze. 
This is one prepared by the Senate 
Budget Committee, December 10, 
1987, and is probably pretty new, since 
this is December 10. I commend it to 
the Senator from New Mexico because 
it says, in the Budget Committee's 
own figures, that the freeze in a 2-year 
period would total $87 .5 billion. The 
freeze under the leadership agreement 
is $79.9 billion. That is a significant 
difference. 

However, to go beyond, included in 
that are $23 billion of hard taxes, as 
compared with our proposal, which 
has $24 billion of hard taxes. 

The most important thing I com
mend to the distinguished Senator 
from New Mexico and my colleagues is 
that there is indeed a difference. Take 
the 2 years-and I might say that I 
have been here only for a short time, 
but I have seldom seen us take the 
long-range view and do anything for 
much longer than a 1-year period. But, 
even assuming the 2 years, that pro
posal of $87 .5 billion is almost 70 per
cent on the spending side. 

The proposal of the administration 
and the leadership is smaller by 
almost $10 billion and it is less than 60 
percent on the spending side. So it is a 
higher percentage of new taxes. I 
think the Senator is right in saying 
that the taxes that they propose 
would continue into the future. The 
taxes we propose would not continue 
into the future. But the very fact that 
we have created a lower base for 
spending means that the spending cuts 
will certainly continue into the future 
and in the long range I would say to 
my colleague from New Mexico does 
he not believe that it is infinitely 
better to have a long-range program 
with emphasis on spending cuts rather 
than on tax increases as a way of gain-

ing the revenue necessary to close the 
budget deficit? 

Mr. DOMENIC!. I certainly do, I say 
to my good friend from Washington. 
But I regret to tell him that my analy
sis would indicate that the leadership 
package in the second year and the 
third year and the fourth year is sig
nificantly better that the outyear sav
ings in the package offered by the 
Senator from Kansas, which the Sena
tor is a cosponsor of, that is being 
credited with being so far superior. It 
is better in the first year. 

Mr. EV ANS. And the second. 
Mr. DOMENIC!. And in no year 

thereafter. I am looking for the long
term. 

Mr. EV ANS. I say to the Senator 
from New Mexico my admiration for 
him is second to none in the Senate, 
but I would also say to him that to 
conclude that we can even estimate 
what the situation will be and what 
the needs will be 3, 4, and 5 years out 
is simply beyond belief. We do that 
and we create a lot of figures and we 
write them down on our budgets, but 
the Senator from New Mexico knows 
and this Senator knows that we 
cannot predict the economy, we 
cannot predict income, we cannot pre
dict interest rates, we cannot predict 
gross national product, we cannot pre
dict unemployment for that long in 
advance. So we are really guessing 
when we get out that far. 

I will just say finally to the Senator 
from New Mexico, I would far rather 
buy off on a good 2-year plan and in 
fact in the freeze it only takes 1 year 
to do the job and set the new base, a 2-
year plan which emphasizes spending 
reductions rather than a 2-year plan 
which emphasizes to a much greater 
degree tax increases. 

Mr. DOMENIC!. Mr. President, I 
yield myself 1 minute. 

Let me just say the Senator did not 
close by asking me a question. 

Mr. EVANS. My question is whether 
the Senator does not agree it is better? 

Mr. DOMENIC!. I agree with the 
Senator's theory. It would be better to 
have more cuts and less taxes over the 
next 4 or 5 years, but I regret to tell 
him that I do not really believe he has 
produced a masterful deficit reduction 
package because he has done two 
things that we have not, frozen the 
tax schedule and cut Social Security 
and pensions by 2.3 percent. I do not 
think that just because he has done 
that it is inherently a better package. 
It might be, but when I look at it and 
compare the other entitlements and 
the taxes in the second, third, and 
fourth year and the other savings be
cause of the caps, that all by itself 
does not make it that much a better 
package. As a matter of fact over 2 or 
3 years it is not better than the leader
ship package. 



December 10, 1987 CONGRESSIONAL RECORD-SENATE 34869 
Mr. EVANS. I say to my good friend 

from New Mexico, we could continue 
this, but there are others waiting. I 
will just say to my good friend that I 
would commend this summary of the 
Budget Committee on which he served 
for such a long time and with such dis
tinction because I think that it really 
does the best job of proposing that the 
freeze is a better alternative than any
thing I have seen yet. 

The PRESIDING OFFICER. Who 
yields time? 

Mrs. KASSEBAUM. I yield 10 min
utes to the Senator from Nebraska. 

The PRESIDING OFFICER. The 
Senator from Nebraska is recognized 
for 10 minutes. 

Mr. EXON. I thank the Chair and 
my friend and colleague from the 
State of Kansas for proposing this 
measure of which I am a cosponsor. 

Here stands the Senator from Ne
braska once again trying to appeal to 
the Senate to be more realistic and 
fairer than they have been in the past, 
to see over the horizon, to take stock 
of where we have been and where we 
are going. 

Where are we going right now? We 
just had a vote here within the last 
hour where an amendment of the Sen
ator from Nebraska was turned down 
that would have closed a terribly 
unfair loophole in the tax bill and at 
the same time would have brought in 
$300 million more in the next 3 years, 
not insignificant, I say, when we are 
faced with the situation we are today. 
Where are we today? Here we are, 
about to pass this package, I assume. 
Because I suspect that when we got 41 
votes for the amendment of the Sena
tor from Nebraska a while ago that 
was strongly opposed by the leader
ship on both sides, we may indeed 
have reached our high watermark, 
those of us who think we should do 
more than the leadership package. 

We are at this position today, Mr. 
President. The stock market has 
plunged 45 points. I suppose that is an 
indication of the enthusiasm that the 
stock market has for this package that 
we are about to introduce. 

Mr. CHILES. Mr. President, will the 
Senator yield? 

Mr. EXON. I have been waiting a 
long time to talk and then I would sug
gest to my friend from Florida that he 
has ample time and I have limited 
time. 

I yield. 
Mr. CHILES. I only wanted to ask 

the Senator a question about the stock 
market. I wondered if it had anything 
to do with the market that the trade 
deficit went up about $11 billion to $15 
billion, I believe, for this quarter? 

Mr. EXON. I thank the Senator my 
friend from Florida, for interjecting 
his remarks. 

The Senator from Nebraska was 
about in the next breath to move on to 
not only has the stock market dropped 
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today by 45 points but also there was a 
new record set in the last month for 
the trade deficit, up about 25 percent. 

That just further drives home the 
point that I am trying to make. At a 
time when the dollar is plunging like a 
rock like it has never plunged before, 
supposedly that was going to have a 
significant turnaround in our trade 
deficit and the exact opposite is hap
pening. 

I thought it was also interesting to 
note that one of the reasons that our 
trade deficit is further out of balance 
was a big surge in food imports-food 
imports of all things-from abroad 
into the United States, and we have a 
trade bill tied up over here that every
body is afraid to move on because we 
are going to be accused of being pro
tectionists. I suggest it is time that we 
recognize that it is time to be live pro
tectionists rather than to have a total
ly dead economy, and it is time we 
wake up and I think we have not been 
awakened from our slumbers with the 
leadership package. 

Mr. President, I am pleased to be 
part of this bipartisan group of Sena
tors who are proposing a freeze or fail 
policy, a true across-the-board freeze 
on Federal spending, a freeze on Fed
eral tax policy and a 2-percent in
crease for recipients of Federal retire
ment benefits. 

For years, going back as far as 1982, 
Senators HOLLINGS, myself, and some 
others have been promoting the freeze 
concept as the key to fiscal restraint. 
If our recommendations had been 
taken when first offered, the Nation 
would be well on its way toward a bal
anced budget and we would be decid
ing how to apply Federal budget sur
pluses to reduce the accumulated na
tional debt which is skyrocketing at 
the same time. 

We suggested this approach when 
the concept was unpopular. Then a 
spending freeze across-the-full-board 
budget would have solved our prob
lems. Today, it is only the first step on 
a long journey of austerity. However, 
unless we take this modest step, our 
task will become increasingly difficult. 
We will soon be unable to talk of 
freezing budgets but will have no 
choice but to engage in wholesale 
eliminations of Federal programs and 
retirement benefits and massive tax 
increases to avert financial disaster. 
To put off the difficult decisions until 
there are no attractive alternatives 
would be a complete failure of political 
leadership and courage. I assure you 
the citizens of the Nation will not tol
erate many more seasons of inaction. 

We are going to continue to offer 
proposals that we feel are much more 
realistic and I suggest with the history 
of the past 6 or 7 years we can take 
some solace in the fact that we better 
take something more dramatic to do 
something more than we have done 
under the leadership package. 

Today, we face a real choice: Freeze 
or fail. 

The U.S. Congress, the President 
and the American people have fooled 
themselves long enough. The Ameri
can economy has been drinking the 
champagne of supply-side economics 
to the point of intoxication. While our 
friendly "nothing to worry about" bar
tender of this supply-side economics 
filled our glasses with vintage "dawn 
in America," the economy was falling 
off its stool into a second rate status 
at the same time, and we have gone 
from the largest creditor to the largest 
debtor in the world. 

On October 19, 1987, the economy 
ran out bubbles and the crash of the 
stock market was the first noticeable 
ache of our supply-side hangover. The 
Nation has awakened to find that 
since 1981, annual budget deficits have 
grown from $79 billion to a record 
$220 billion in 1986 and that the accu
mulated national debt has more than 
doubled from $931 billion in 1981 to 
over $2.4 trillion today. We are assured 
of it tripling in the 1980's. Our status 
as a world economic power has also 
been compromised more than most un
derstand today. In 1981, the United 
States was the world's largest lending 
nation. Today, we are the world's larg
est borrowing nation. Each year since 
1981, the United States set a new 
record trade deficit; in 1986 topping 
$168 billion, and it is going to be close 
to the $200 billion range at the end of 
this year. These dangerous trends 
were ignored due to the drunkenness 
of our supply-side euphoria. 

During the hoopla of the supply-side 
celebration, I am certain that our 
small group of fiscal conservatives 
sounded like old sour grapes prohibi
tionists. We were preaching the gospel 
of deficit reduction. I remember in 
1981, Senator BRADLEY and I offered 
an amendment to the Kemp-Roth tax 
bill to make the second and third year 
of the 1981 tax cut contingent on 
actual deficit reduction. In 1982 and 
1983, Senators JOHNSTON, NUNN, and I 
offered alternative across-the-board 
deficit reduction budgets which would 
have balanced the budget in 5 years or 
less and in 1984 and 1985, Senators 
HOLLINGS, ANDREWS, and I offered our 
bipartisan freeze budgets. 

Each year, we warned of the folly of 
our Nation's fiscal policy and predict
ed the inevitable day of reckoning. In
stead of turning to discipline and re
straint, the Congress and the Presi
dent turned to another vice known as 
the Gramm-Rudman law. This proce
dure once again delayed action and 
made reality a more difficult thing to 
face. Today we must sober up the 
economy with serious and meaningful 
action. 

Mr. President, I had proposed my 
own deficit reduction plan and many 
of its key elements are contained in 
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the pending amendment by the Sena
tor from Kansas. I agreed to be a co
sponsor of the Kassebaum package to 
help develop a compromise or a con
sensus. 

I ask unanimous consent that a copy 
of my own proposal be printed in the 
RECORD following my remarks. 

The PRESIDING OFFICER. With
out objection, it is so ordered. 

<See exhibit U 
Mr. EXON. Mr. President, I believe 

it is a better proposal than the meas
ure before us. It is no "mouse" and it 
is a tiger. I would ask the question: 
Would the leadership accept my pack
age as a real "tiger"? I suspect not. I 
suggest that the leadership agreement 
is considered sacrosanct. It is "un
touchable." 

The freeze concept, which is the cor
nerstone of the pending amendment 
and the several budgets I have pro
posed in the past, is a fair and mean
ingful way to address the deficit. If we 
are to begin to seriously face the defi
cit crisis, we need to start discussions 
from what we spent the prior year, not 
from the presumed increases con
tained in the budget baselines. A 
freeze budget is fair because it is a 
truly across-the-board approach. It 
asks all Americans-working men and 
women, government employees, farm
ers, those receiving Federal retirement 
benefits, defense contractors, and even 
millionaires-to share in the burdens 
of deficit reduction. It is effective be
cause the bipartisan freeze proposal 
saves over $41 billion in 1988. The 
leadership plan saves only $30 billion 
and the unfair Gramm-Rudman reduc
tions save only $23 billion. 

Mr. President, I am pleased to lend 
my strongest support to the bipartisan 
freeze budget. I am certain that some 
Americans will object to individual 
components of this package. However, 
in its entirety, it is a balanced plan of 
shared sacrifice. I am convinced that 
Americans will support such an aus
tere plan and will willingly make their 
patriotic contribution to the deficit re
duction effort if they believe that the 
total proposal is fair and that the 
result of the sacrifice will reduce the 
deficit. 

I encourage my colleagues to step 
forward and take a stand on serious 
deficit reduction. This is a proposal 
which will build confidence in the 
Nation and on the financial markets 
and demonstrate our resolve to reduce 
the deficit. 

EXHIBIT 1 
Exon freeze proposal 

[In billions] 

Freeze on defense and domestic 
budget authority ............................... . 

Legislative branch reduction <includ
ing recission of congressional pay 

$11.0 

Existing reconciliation spending cuts 2.4 Mr. DOMENIC!. They used 41 min-
Compromise AG restraint ................... . .7 utes in excess of the 30 minutes? 
Interest savings <+I - ) ........................ . 1.4 The PRESIDING OFFICER. The 

Subtotal ........................................ . 

Revenues: 
Revenues on which there is agree-

ment by budget negotiators ......... . 
Delay implementation of a portion 

of tax cut due January 1, 1988 
for top taxpayers ........................... . 

Oil import fee .................................... . 
Less rebate for heating oil ............... . 

Subtotal ........................................ . 

22.2 

9.0 

2.5 
5.0 

-1.0 

15.5 

Senator is correct. 
Mr. DOMENIC!. Well, I had agreed 

to 30, so we have exceeded that. But I 
do not want to be unrealistic. 

How much additional time would the 
Senator want off the bill? 

Mrs. KASSEBAUM. Well, I have a 
request for 20 additional minutes for 
two further speakers. 

Mr. DOMENIC!. What does the 
chairman think about this? 

Other items: 
REA loan refinancing (higher esti-

mates exist) ..................................... . 
IRS Enforcement <net> .................... . 

Mr. CHILES. Well, I do not want to 
cut off anybody. On the other hand, 
under the rules, there was 30 minutes 

5·0 to the side, and the rest, of course, 
1.

6 under the control of the chairman and 
6.6 ranking member. I think all of us have 

Recap: 
Total spending reductions ............... . 
Total revenues ................................... . 
Other ................................................... . 

Total fiscal year 1988 deficit 

22.2 
15.5 
6.6 

reduction.......... .......................... 44.3 

Mr. DOMENIC!. Mr. President, I 
ask for the yeas and nays on the 
Kassebaum amendment. 

The PRESIDING OFFICER. Is 
there a sufficient second? There is a 
sufficient second. 

The yeas and nays were ordered. 
The PRESIDING OFFICER. Who 

yields time? 
Mrs. KASSEBAUM. Mr. President, I 

yield 10 minutes to the Senator from 
North Dakota. 

Mr. CHILES. Mr. President, may I 
ask on what basis time is being yielded 
now? 

Mrs. KASSEBAUM. Off of the time 
of the committee amendment, the 
Budget Committee amendment. 

Mr. CHILES. Would the Chair tell 
me who has the time remaining on the 
committee amendment? 

The PRESIDING OFFICER. The 
time on the bill is controlled by the 
chairman and ranking member of the 
Budget Committee. 

Mr. CHILES. And on the amend
ment, what time is remaining? 

The PRESIDING OFFICER. The 
Senator from Florida controls 4 % min
utes on the amendment the sponsor of 
the amendment has no more time re-
maining. 

Mr. DOMENIC!. Mr. President, how 
much time have the sponsors of the 
amendment used in addition to the 
statutory half hour? 

The PRESIDING OFFICER. The 
Chair would respond, 41 minutes. 

Mr. DOMENIC!. I yield an addition
al 19 minutes to the Senator from 
Kansas. She asked me for an addition
al half hour and I was not here to do 

made certain promises to people as to 
when the vote would occur. 

Mrs. KASSEBAUM. Mr. President, I 
would only ask for consideration. I 
have not spoken much at all because 
there have been many speakers who 
wished to speak. I would like to at 
least be able to ask for an additional 
15 minutes. 

Mr. DOMENIC!. Mr. President, 
might I ask the distinguished Senator 
from Texas, if under the previous 
unanimous consent agreement he 
would have had a half an hour on his 
motion to recommit? Would he yield 
15 minutes of that time to the distin
guished Senator from Kansas? 

Mr. GRAMM. I would be happy to 
yield it to the distinguished Senator 
from Kansas. 

Mr. DOMENIC!. I assume that 
would satisfy everybody, and he would 
then be limited to 15 minutes on his 
motion to recommit. 

The PRESIDING OFFICER. Is 
there objection to the Senator from 
Texas yielding 15 minutes to the Sena
tor from Kansas? Hearing none, it is 
so ordered. 

Mrs. KASSEBAUM. Mr. President, I 
yield 5 minutes to the Senator from 
North Dakota. 

Mr. CONRAD. I thank the Senator 
from Kansas and I thank the Chair. 

Mr. President, we had a series of 
questions from the Senator from New 
Mexico: Why is this freeze proposal 
better, superior, to the proposal that 
has come from the leadership? 

Mr. President, let me suggest that 
looking at fiscal 1988 tells a big part of 
the story. Under the leadership pro
posal, spending cuts in 1988, $14.8 bil
lion; the freeze, $19.9 billion. Reve- · 
nues, the leadership package in 1988, 
$11.1 billion. Under the freeze, $16.2 
billion. Deficit reduction in 1988 under 
the leadership package, $33. 7 billion; 
under the freeze, $44 billion. 

increase) .............................................. . 
Restraint on Federal employment 

through attrition ............................... . 

that. If I understand correctly, that 
·1 will be a half hour extra, in addition 

i.4 to the half hour she had. 

Mr. President, there are significant 
additional savings that could develop 
if we would put into place the freeze: 
$1.6 billion in 1988 on IRS revenue en
forcement; $5 billion of additional sav-

2 percent COLA cap on entitlements 
<except 881) ........................................ . 

Mr. CHILES. No. No, that would be 
4.2 an hour in addition to the 30 minutes. 
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ings that could accrue that are savings 
that appear in the package that is pre
sented by the leadership that could be 
adopted and put into place after the 
freeze is adopted. 

Mr. President, if we take the poten
tial that exists with the freeze propos
al compared to the potential that 
exists with the leadership proposal, 
there is no comparison. And the 
reason is very simple. The freeze pro
posal takes on the sacred cows. The 
freeze proposal takes on COLA's. The 
freeze proposal freezes the tax rates. 

Those are the things that the leader
ship walked away from. They were 
afraid. They were afraid they would 
not be supported when they came to 
the floor of the U.S. Senate. They 
were afraid that they would not be 
supported if they went on to the floor 
of the House of Representatives. 

My answer and the answer of those 
who off er the freeze proposal is: Let us 
see. Let us give people an opportunity 
to go on record and say whether they 
are willing to stand and take on the 
sacred cow of the tax reduction, take 
on the sacred cow of COLA's. 

If we do that, if we have the courage 
to stand up and be bold on those 
items, then we can move quickly, Mr. 
President, and we could take the $5 
billion of additional savings that is in 
the leadership proposal that are not in 
the freeze, we could take the $4.5 bil
lion over 2 years in IRS enforcement, 
we could take the $10 billion of reve
nue that is in the second year that is 
not in the Kassebaum plan, and we 
would have $20 billion of additional 
deficit reduction over the $87 .5 billion 
that is already in this proposal. 

Mr. President, I think we have got to 
be clear to the American people. The 
leadership proposal does not reduce 
the deficit. The deficit will be the 
same next year as it was last year, if 
we adopt it. 

Mr. President, we will not be reduc
ing spending if the leadership proposal 
is adopted. Spending will be going up 
$52 billion. And, Mr. President, in the 
face of mounting deficits, we will be 
giving a tax reduction, if the leader
ship proposal is adopted; $9 billion to 
individuals. For those earning over 
$200,000 a year, if we adopt the leader
ship proposal, we will be giving them a 
tax break on average of $4,500 a year. 
I do not know, Mr. President, how we 
go back to our constituents and say: 
"We have done our best," if the lead
ership proposal is what we do. 

I would respectfully suggest that if 
we put in place a freeze and take on 
the sacred cows, that we would then 
have an additional opportunity to 
move ahead with further deficit reduc
tion. 

Mr. President, I come from an agri
cultural State. There is no reason that 
we would not be willing, those of us 
that represent agriculture, to step for-

ward and put additional cuts on the 
table if the freeze proposal is adopted. 

It is for those reasons, Mr. Presi
dent, that I urge my colleagues to sup
port the Kassebaum amendment. 

The PRESIDING OFFICER. The 
time of the Senator has expired. The 
Senator from Kansas. 

Mrs. KASSEBAUM. Mr. President, I 
yield 10 minutes to the Senator from 
Arkansas. 

Mr. BUMPERS. I thank the Senator 
from Kansas. 

Mr. President, let me say first, I read 
in a very interesting interview in the 
New York Times the other day, where 
the Senator from Washington, Mr. 
Ev ANS, was saying that one of the rea
sons he decided not to seek reelection 
was because the Senate is no longer a 
deliberative body. I do not see how 
anybody could disagree with that. 

It is downright depressing, when you 
think of the magnitude of the deficit 
issue and then consider who is listen
ing and who is paying attention and 
who is working and putting the coun
try above politics around here. That is 
not to castigate anybody. It is simply 
to say that it is a depressing sight to 
know that nobody much is listening or 
paying attention during an important 
debate on a critical issue. 

I did not vote in 1981 for the tax cut 
that · brought about this crisis. As a 
matter of fact, I suppose the most cou
rageous vote I ever cast, the one of 
which I'll always be proudest, was 
when I stood at this desk in 1981 and 
said: "You cut taxes by $750 billion 
and spend $1 % trillion on defense and 
you will create a deficit big enough to 
choke a mule." Let me tell you, I take 
no pride in being a prophet in saying 
that. You would have had to be dumb 
not to know that. Nevertheless, here 
we are today. The old saw that the 
more you cut taxes, the more revenue 
you get has been demonstrated to be 
as farcical as it sounds. 

I want to make this statement as em
phatically as I can. The approach the 
leadership package takes to deficit re
duction will not reduce the deficit now 
or any time in the future. Never. 

You know, I hate the Kassebaum 
amendment. I hate to vote for it. It is 
no pleasure to me to vote for some of 
the things in that amendment. But I 
will tell you something that is even 
more painful, and that is to look at all 
these Christmas cards of finely posed 
family pictures that I get from my col
leagues. I look at the proud look on 
the parents' faces; so proud of their 
children; beautiful families. 

I have sent out these cards. Nobody 
could be a prouder father than I am. I 
am such a doting father, I am overly 
indulgent. 

The thing that is more painful to me 
than voting for the Kassebaum 
amendment is to say I am prepared for 
my children to lead a B-grade life and 

to die poor. So I told Senator KASSE
BAUM that I would support her. 

Colleagues, listen to this. Since 1981 
the amount of nondefense, not entitle
ment, noninterest, discretionary 
money available to us to balance the 
budget has gone from 26 percent of 
the budget to 14.9 percent of the 
budget. What does that mean? 

Listen to this. I have said it over and 
over again. There are roughly 500 
functions of Government, from the 
landing lights at National Airport to 
the Capitol Police to the Defense De
partment. Five hundred functions of 
Government. 

The Senator from North Dakota has 
made a magnificent statement and re
f erred to the "sacred cows." Here they 
are: Defense, Social Security, Medi
care, Medicaid, interest on the debt, 
civil service pensions, and veterans' 
pensions-7 of those 500 functions. 

Nobody here wants to vote to cut 
any of those functions. You hear 
people sitting around the coffee shop 
and saying: "Why don't you cut all 
that spending and balance the budget? 
If you not only cut the other 493 func
tions of Government, but totally elimi
nate them-eliminate Congress, elimi
nate the White House, eliminate the 
court system-and just fund those 
seven functions, eliminate everything 
except those seven sacred cows, you 
would still have a $56 billion deficit. 
That is the reason the. leadership 
package takes us nowhere. 

We will be back here in April rewrit
ing this issue because by the time 
April gets here we will then know that 
the growth rate in this country is 
going to be increasing at only 2 per
cent instead of the 3 percent we're as
suming now. CBO says that for every 
percentage point the growth rate is 
below their projection of 3 percent, 
you can add roughly $17 billion to the 
deficit. 

Nobody doubts for a moment that 
we are going to be here in April, back 
at the same old stand, trying to deal 
with this knotty problem, because 
we're deluding ourselves with this so
called leadership package. 

It was a pitiful sight seeing those 
budgeteers negotiating. I respect them 
and I applaud them because they were 
operating under such terrible con
straints: no, you cannot do this; no, 
you cannot do that. 

You know what my attitude is? Send 
the President a package that has real 
budget reduction in it. If he wants to 
veto it, let the blame be on his hands. 
That is not Congress' responsibility to 
fold because the President said he is 
going to veto something. 

It was almost an obscenity to watch 
those men trying to raise $9 billion in 
revenues on the one hand while we 
give away $17 billion in tax cuts on 
January l, 1988, which goes to the 
wealthiest people in America. 



34872 CONGRESSIONAL RECORD-SENATE December 10, 1987 
Look at this chart right here, col

leagues. <Referring to chart.) Take a 
look at this chart. There it is. This is 
what the tax reform law means. 

This is not what Senator DALE 
BUMPERS says. This is what the Joint 
Tax Committee says happens with tax 
reform. 

They say that if you let the 1988 tax 
rates go into effect you are going to 
give people who make over $200,000 a 
year an average tax cut of $4,384. All 
the people who earn $50,000 or less get 
a tax increase. 

Let me go further. Do you know the 
average income of the people in this 
country who make over $200,000? 
There are about 579,000 taxpayers 
who file tax returns on over $200,000 a 
year. But do you know what the aver
age income of that group is? It's 
$489,000. They are the people who get 
virtually every dime of that $8.2 bil
lion tax cut that goes into effect Janu
ary 1, and here we are trying to raise 
$9 billion someplace else in order to 
accommodate the richest of the rich. 

You may not favor a tax increase, 
but will everybody who favors a tax 
cut for the rich while we are trying to 
address a $2.3 trillion debt please 
stand up? 

I have seen some insane things 
around here, but I believe that this 
tax cut at this time is the height of 
idiocy. There is no other way to de
scribe it. 

How are you going to tell your con
stituents back home how you labored 
and groaned and moaned and heaved 
to come up with a $30 billion package 
of which at least $12 billion is smoke 
and mirrors? 

Listen, if you add to the Kassebaum 
amendment a sale of assets of $7 or $8 
billion in assets and put one of those 
phony $1.6 billion figures in for IRS 
enforcement, you will have a $52 bil
lion package here. 

Mr. President, I only have 10 min
utes, so I will just close by saying that 
whenever I have made a speech in my 
State to my people, saying I did not 
vote for all this plan in 1981 and I 
have explained why, they have ap
plauded. There were only 11 Senators 
who stood up here and voted against 
that tax cut. I have found since I have 
been in politics that occasionally if 
you stand up and do what you honest
ly believe is right and just and proper, 
you can go home and I do not care 
how unpopular it is, I do not care 
whether it is taxes or Robert Bork or 
you name it and people appreciate it. 
If you do not have the ability to go 
home and justify a courageous vote, 
you do not deserve to come back here. 

In Arkansas they have applauded 
the fact that I voted against those tax 
cuts which have brought us to this 
miserable moment in the history of 
the country. 

I have not mentioned it, but I will do 
everthing I can to keep this terrible 

tax cut from going into effect, and if it 
goes in into effect I will do everything 
I can to repeal it. 

It is tough to give a passionate 
speech about taxes, budget freezes, 
and asset sales, but it is easy to get 
passionate about the future of the 
country. It is easy to get passionate 
about my children's future. They have 
a right to demand that we hand over 
to them a vibrant, viable Nation. You 
and I have been most fortunate, and 
we owe our children a little good for
tune too. 

And so, Mr. President, I will just 
close by saying I have listened intently 
in the privacy of the cloakroom, and is 
it not curious that I have not heard 
three people in the cloakroom say this 
leadership package is a good one. I 
have heard people say they will vote 
for it, but I have not heard one say it 
will come close to doing the job. I have 
heard people speak in the cloakroom 
who wished they had the courage to 
vote for the Kassebaum amendment. 
This is a sad commentary on this 
body. I hope no one will rationalize a 
vote for this package with the reason 
that we want to get out of here by De
cember 19 so we have to pass this 
package. I will stay here as long as it 
takes because I want next year to be a 
happier Christmas than this one. 

I thank the Senator from Kansas for 
yielding to me. 
THE SUMMIT AGREEMENT ON DEFICIT REDUCTION 

Mr. KASTEN. Mr. President, the 
budget summit compromise shows con
clusively that the Gramm-Rudman
Hollings Act works. The threat of the 
automatic "hammer" has forced the 
President and the congressional lead
ership to come to the bargaining table 
to hammer out a deficit reduction 
agreement. This is a positive develop
ment. 

Unfortunately, the actual agreement 
does very little to reduce the growth 
rate of Government spending and pro
mote continued economic prosperity. 

For starters, the majority of the pro
posed $30.2 billion is derived from de
fense cuts and higher taxes. There are 
virtually no substantive reductions in 
nondefense spending. Most of the non
defense savings consists of accounting 
gimmicks, one-time asset sales, or sav
ings that have already been achieved 
by Congress. 

Second, the proposed $23 billion 2-
year tax increase does nothing to ad
dress the underlying cause of Federal 
deficits: the growth rate of Govern
ment spending. In fact, past experi
ence tells us that higher taxes often 
lead to increased Federal spending. 

Real deficit reduction can only occur 
by restraining spending growth. This 
package does not do this. Under the 
leadership package, Federal spending 
will increase by $50 billion over fiscal 
1987. That's over twice the increase 
that occurred last year. 

Mr. President, given the fact that 
the growth of Federal expenditures is 
not reduced in any meaningful way, I 
have decided to oppose the leadership 
agreement. 

There are other options available 
that produce real reductions in spend
ing growth. Senator KASSEBAUM'S 
amendment to freeze both defense and 
domestic spending, and provide for a 2 
percent increase in entitlement 
COLA's is the kind of approach that 
we should be taking on the spending 
side. 

I do, however, oppose the tg,x rate 
freeze envisioned by the Kassebaum 
plan. It would deny the American 
people the much-needed tax relief 
promised under last year's historic 
Tax Reform law. If the Finance Com
mittee's proposed revenues, or some 
other combination of taxes that would 
not harm the economy, were substitut
ed for the tax rate freeze, I might be 
able to support it because the balance 
is shifted towards meaningful spend
ing restraint. 

I agree with the distinguished Sena
tor from Oregon, .Senator PACKWOOD, 
that the sequester may be preferable 
to the leadership package. Many of my 
colleagues have argued that a seques
ter would be disastrous. They argue 
that the sequester represents a failure 
of leadership and that the cuts are too 
deep. I myself oppose some of the cuts 
envisioned under sequester. 

But we should remember that a se
quester is a permanent reduction in 
the spending base. Contrary to the il
lusory spending cuts and real tax in
creases in the budget compromise, a 
sequester would actually cut govern
ment borrowing by $23 billion. 

U.S. businesses would have $23 bil
lion more to finance domestic invest
ment. Under the leadership agreement 
we'll be lucky to see $15 billion of re
duced demands on the financial mar
kets. 

I think the markets are looking for 
real results-not an agreement for 
agreement's sake. They are looking for 
reduced pressure in the capital mar
kets. 

A sequester is not my first choice. 
But neither is the leadership agree
ment. I would have liked to have seen 
some constructive approaches to 
reduce the deficit such as a capital 
gains tax rate cut, granting the Presi
dent a line-item veto or enhanced re
cission, and the implementation of the 
Grace Commission recommendations 
to achieve savings through reduced 
waste and mismanagement. 

I hope that we can come up with a 
deficit reduction package that adopts 
the Kassebaum approach to restrain 
spending across-the-board. This kind 
of approach is fair, equitable and, 
more important, effective. 

Restraining the growth rate of 
spending is the only meaningful way 
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to reduce the budget deficit and assure 
continued economic growth for the 
American people. 

Mr. BINGAMAN. Mr. President, I 
rise in support of the leadership per
fecting amendment to the Omnibus 
Budget Reconciliation Act of 1988. 

First, I want to off er my sincere ap
preciation to my good friend and 
chairman of the Budget Committee, 
the senior Senator from Florida [Mr. 
CHILES] for his contribution to the 
budget process and his efforts in shap
ing this budget package. Many others 
have also been involved in this effort 
and deserve praise, including the ma
jority leader, the minority leader, the 
ranking member of the Budget Com
mittee and many others. This package 
represents the labors of many individ
uals over many, many hours, but none 
more prominently than the distin
guished senior Senator from Florida 
whose leadership in the Senate will be 
sorely missed in the lOlst Congress. 

The leadership package with a com
bination of balanced spending cuts and 
prudent revenues will reduce the defi
cit by $33.74 billion in fiscal year 1988 
and $46.17 billion in fiscal year 1989 
for a 2-year total of $79.91 billion. The 
elements of this bipartisan agreement 
lower the deficit by an amount that 
exceeds the requirements of the Bal
anced Budget and Emergency Deficit 
Control Reaffirmation Act of 1987-
the Gramm-Rudman-Hollings Act
and thus eliminates the need for se
questration. As pointed out by others, 
this action goes beyond deficit savings 
of last year and previous years. The 
reductions in fiscal years 1988 and 
1989 surpass deficit cuts in each of the 
previous years of the Reagan adminis
tration. As a result, this package is the 
most significant response yet to spiral
ing budget deficits of the 1980's. 

This package is also significant in 
that it not only has bipartisan spon
sorship but involves the Reagan ad
ministration. Throughout my tenure 
in the Senate I have been impressed 
with the President's lack of real in
volvement in congressional efforts to 
reduce the massive budget deficit that 
was accumulated during his watch. 

I must say that I do have some reser
vations concerning this agreement. It 
is by no means perfect, but it is con
sistent with my efforts to be among 
the constructive majority of Senators 
who would rather take some action to 
reduce the deficit instead of letting it 
mount in favor of the elusive "perfect" 
plan. 

Among the concerns I have about 
this package include the effect it could 
have on guaranteed loans. In the 
effort to reduce them, nationwide re
serves would be reduced by $250 mil
lion-$1.4 million from the New 
Mexico Student Loan Corp., a 62-per
cent reduction. I also question the 
wisdom of some of the asset sales 
called for, as well as changes in Medi-

care, in farm price supports, and in 
Federal personnel. I regret some of 
the changes very much and would 
prefer that other options could be sub
stituted, but it is clear that any 
changes would upset the delicate 
agreement reached between Congress 
and the administration. 

It is clear to me, Mr. President, that 
there are some very serious shortcom
ings in our budgetary process at this 
time and I urge all of my colleagues to 
call for realistic changes that can 
make the system work more fairly for 
all Americans. It is clear we cannot 
keep spending more than we receive in 
revenues and it is (flear we must stop 
this game of saddling future genera
tions with our debt. The leadership 
package can be a significant down pay
ment toward action to reduce spend
ing, but more, much more, needs to be 
done as soon as possible. 

Mr. LEVIN. Mr. President, the 
Senate today is presented with a 
choice. Does it end up doing the mini
mum necessary to reduce the deficit 
and to restore some degree of faith in 
the financial markets and in the 
public at large? Does it simply accept 
doing the minimum necessary to avoid 
the blunt and irrational across-the
board Gramm-Rudman cuts? Or, does 
it try to do something more; some
thing more credible, more equitable 
and more effective. This is the choice 
before us today. 

The leadership package is surely 
better than nothing. It is better than 
the aimless drift of budget deficits in 
the $150 to $200 billion range. These 
deficits threaten our economic securi
ty and even our economic sovren
reignty. The collapse of the stock 
market in October was only the fore
taste of what could come. 

This Nation is being forced to walk a 
monetary tightrope: if interest rates 
are kept high in order to attract the 
foreign investment now sadly needed 
to help finance our deficit, then we 
risk stifling economic activity and 
throwing this country into a recession. 
If, on the other hand, we lower inter
est rates in order to sustain economic 
growth, then there is the risk of reduc
ing the attractiveness for foreigners of 
U.S. investments, with the paradoxical 
result that foreign funds needed to 
help finance the deficit will dry up 
and interest rates will then rise in any 
case. 

So, we're in pretty much of a 
"damned if you do and damned if you 
don't" situation because of the need to 
attract foreign funds to help finance 
the deficit. The only way out of this 
bind is to reduce the deficit itself. 

Of course, we could rely on the auto
matic across-the-board Gramm
Rudman cuts for this minimal action. 
But we would do so at the risk of shak
ing further the ~onfidence in our abili
ty to demonstrate leadership in han
dling this Nation's economic affairs. It 

was the need to restore confidence 
that led the congressional leadership 
and the President to the summit in 
the first place. Relying on across-the
board cuts in domestic and defense 
programs to reduce the deficit would 
·also jeopardize our ability to adequate
ly fund programs to improve and pro
tect the quality of life for all Ameri
cans. In a sense they are like surgery 
without anesthetics-the job gets 
done, but at the considerable discom
fort of the patient. 

So while the across-the-board 
Gramm-Rudman cuts would be pref er
able to inaction, the leadership 
amendment is preferable to the 
Gramm-Rudman cuts. But we should 
do more, and the "more" is represent
ed by the Kassebaum substitute. 

The Kassebaum approach has two 
distinct advantages over the leader
ship amendment. 

First, it provides for greater deficit 
reduction in fiscal year 1988 and over 
fiscal year 1988 and fiscal year 1989 
combined than does the leadership 
amendment. Looking at fiscal year 
1988, the Kassebaum substitute would 
reduce the deficit by $41 billion in
stead of the leadership amendment's 
$33 billion-a difference of about 25 
percent. This extra margin of deficit 
reduction is exactly what the financial 
markets and the American people are 
looking for in terms of a resolute com
mitment for serious deficit reduction. 

Second, it provides for more equita
ble deficit reduction in the form of 
shared sacrifice. The element of the 
Kassebaum substitute that I find most 
attractive is its freezing of the income 
tax rates at the 1987 levels. Under the 
1986 tax reform law, those rates are 
scheduled to drop in 1988, in a manner 
which primarily benefits the highest 
income individuals. 

I know that opponents of the rate 
freeze argue, for example, that we 
simply must reduce the maximum 
marginal tax rate for the highest 
income taxpayers from 38.5 to 28 per
cent as scheduled. They talk of how 
the American people are holding us to 
a so-called "solemn commitment" not 
to change the tax reform rate struc
ture in any way. That rhetoric doesn't 
match up with the facts. Earlier this 
year, a nationwide sample of the 
American people was asked whether 
the top Federal income tax rate for 
the wealthiest taxpayers should be cut 
next year, as scheduled, to 28 percent, 
or should the rate for those taxpayers 
stay at the current 38.5 percent, with 
the money gained being used to reduce 
the deficit. By a margin of 3 to 1-61 
to 20 percent-this nationwide sample 
said, "reduce the deficit, not the rate." 

The Kassebaum substitute freezes 
rates at the 1987 level. By doing so, it 
assures that the wealthiest taxpayers 
in this Nation will share in the burden 
of deficit reduction. What troubles me 
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about the Finance Committee portion 
of the leadership amendment is that, 
because it allows income tax rate cuts 
to take effect next year, some very 
wealthy taxpayers particularly will 
not pay a dime more toward deficit re
duction at the same time we are asking 
for sacrifice through spending re
straint from some of the less-well-off 
members of society. Furthermore, 
freezing the income tax rates, thereby 
assuring shared sacrifice by the upper 
end of the income scale, is so impor
tant that I am willing to vote-albeit 
reluctantly-for a 2 percent cap in 
social security and Federal retirement 
cost-of-living-adjustments in order to 
achieve it. It is also important to me 
that under the Kassebaum substitute 
supplemental security income-the 
Federal assistance program for the 
poorest and most vulnerable would 
still receive a full cost-of-living adjust
ment. 

Now, there are those who will argue 
that if the Senate adopts this substi
tute, it will assure a presidential veto 
and the across-the-board cuts. Howev
er, I think it is much more likely that 
if the Senate passed the Kassebaum 
substitute, it would be greeted with 
such enthusiasm in the domestic and 
international markets and with such 
applause by the American people that 
either the President won't veto it or 
his veto would be overridden. If, how
ever, it turns out that his veto is not 
overridden, the Congress could still at
tempt to pass the leadership amend
ment. 

Sure, there is some risk in taking 
this extra step for deficit reduction. 
But there is a greater risk-to our 
economy and to our long-term fiscal 
health-in our taking only the mini
mal action necessary. The leadership 
amendment is the bare minimum. The 
Senate can do better. We should lead 
by passing the Kassebaum substitute. 

Mr. DURENBERGER. Mr. Presi
dent, I rise in opposition to the amend
ment offered by my good friend from 
Kansas, Senator KASSEBAUM. Before I 
outline my rationale for opposing the 
amendment, I want to first thank the 
Senator for having the courage to 
bring it before the Chamber. I share 
her frustration over the inability of 
National Government leaders to 
attack the Federal deficit in a mean
ingful way. And if this was the first 
time the Senate debated this issue, I 
might be inclined to agree with Sena
tor KASSEBAUM that this amendment is 
necessary. 

But this is not the first time the U.S. 
Senate has debated a freeze amend
ment, Mr. President. Every year for 
the last 7 years we have debated a 
freeze amendment. And in 1985, when 
it appeared that there was no other 
option, I supported the biggest freeze 
of all. I supported that amendment be
cause the leadership of the House and 
the President's advisers had decided 

that $200 billion deficits were pref era
ble to a tax increase or cuts in the pro
grams which were important to 
them-defense and entitlements. 

Some people would say that the Sen
ate's vote that evening was a mixture 
of drama and history. Dramatic in 
that an ailing Senator was pulled out 
of a hospital at 1:50 a.m. in order to 
give the Vice President an opportunity 
to cast the tie-breaking vote. Historic 
in that it was one of the Senate's bold
est efforts to get deficit spending 
under control. 

Everyone in the Chamber knows 
what happened after that vote. The 
President was on the phone making a 
deal with Tip O'Neil before the Vice 
President got back to the Oval Office. 
In the end, good politics won out over 
responsible policy. And we are now 
struggling to cope with the conse
quences of those good politics
Gramm-Rudman-Hollings. 

Like most Members in this ·body, I 
view the Gramm-Rudman process 
much like I viewed the vote in 1985. It 
is a necessary evil. It forces those who 
don't seem to be bothered by $200 bil
lion deficits to come to the table and 
make the hard policy choices neces
sary to get the deficit under control. 

The most frequently heard criticism 
against the Gramm-Rudman sequester 
process is its mindless nature. I often 
ref er to it as our own "vegomatic". 
Good programs suffer along with bad. 
It is an accounting procedure which 
makes no allowance for policy. 

It is not my intention to claim that 
the leadership package that is pending 
before the Senate is perfect. But it is 
infinitely better than sequestered cuts 
or any other mindless approach to def
icit reduction. It represents a con
scious decision by the Members of the 
Senate to change policy in a way that 
produces lower spending and narrower 
deficits. It picks and chooses between 
good programs and bad. It is an at
tempt to make policy. 

Consider, on the other hand, the 
freeze approach. Senator after Sena
tor has come before the Senate and ac
cused those who would vote against 
this amendment as lacking courage. 
Well, I welcome them to join us on the 
Finance Committee. Tell our Nation's 
health care providers that the changes 
we are making in Medicare aren't 
painful. We'll reduce payments to doc
tors and hospitals over the next 2 
years by $5.5 billion. Over the 4-year 
period-1986 to 1989-Medicare pay
ments for hospital services to 30 mil
lion elderly and disabled Americans 
will have risen by an annual average 
of less than 2 percent against an aver
age increase in hospital costs of 7 per
cent by tough decisions taken in the 
Finance Committee. 

Let's be honest with ourselves and 
our constituents. Year after year our 
constituents write us letters, visit our 
offices, pull us aside when we visit 

their town and tell us what is on their 
minds. If your constituents are any
thing like mine, they have deficits on 
their minds. They put us in office, and 
they want us to solve the deficit. Not 
postpone it, solve it. Not tomorrow, 
today. Now. 

And that is why the Senate should 
def eat this amendment. It doesn't 
make hard choices, it just postpones 
them. It is the easy way out of our def
icit dilemma. It freezes good programs 
with the bad, and in so doing, it forces 
the good programs to suffer so that 
the bad may escape our scrutiny. A 
freeze is a poor substitute for policy. I 
hope the Senate has the wisdom to 
reject this amendment. 

Mr. SIMPSON. Mr. President, I rise 
in support of the Kassebaum amend
ment. I am a cosponsor of the amend
ment and I believe that a strong case 
has been made for adoption of this 
amendment. I support this amend
ment for the following reasons: 

The amendment achieves deficit re
duction in the amount of $41.6 billion 
for fiscal year 1988 by imposing a 
spending freeze upon defense and non
def ense discretionary programs at 
fiscal year 1987 appropriated levels: 

The leadership deficit target for 
fiscal year 1988 is $30.2 billion, which 
has been characterized by Senator 
PHIL GRAMM as only an attempt at 
controlling spending rather than pro
ducing actual spending cuts. 

A spending freeze holds spending in 
check and results in true deficit reduc
tion rather than the illusory spending 
cuts proposed by the leadership 
amendment. 

Deficit reduction is achieved without 
raising additional taxes: 

The deficit is the result of excessive 
spending not undertaxation. The lead
ership amendment proposes $9 billion 
in additional taxes. A recent News
week poll found that Americans pref er 
spending cuts to taxes by a 6-to-1 
margin. Tax practitioners have com
plained that the revenue raising provi
sions of the leadership package will 
only further complicate a Tax Code 
that has been changed nearly every 
year for the last decade. 

The Kassebaum amendment pro
poses a 1-year freeze of the tax reform 
act of 1986, which will freeze the 
entire code, not just the rates. Thus 
the phase out of consumer interest, in
vestment interest and passive losses 
would be frozen at the 1987 level of 65 
percent deductibility instead of the 
scheduled 40-percent deductibility. 
This is advantageous to taxpayers. 
However, freezing tax rates at 1987 
levels rather than allowing them to 
drop in 1988, is certainly disadvanta
geous to the taxpayer. 

The Kassebaum amendment pro
vides for cost-of-living adjustments 
[COLA] on all emtitlement programs 
of 2 percent rather than 4.2 percent. 
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I admire Senator Kassebaum's con

sistency, sincerity, and courage in pro
posing this alternative package to the 
Senate, and I support her. This pack
age is the only honest way of trying to 
achieve fiscal sanity-because it deals 
with the cost-of-living allowance. 

Thank you, Mr. President. 
The PRESIDING OFFICER. Who 

yields time? 
Mrs. KASSEBAUM. Mr. President, 

if I may ask, I believe all my time has 
been used? 

The PRESIDING OFFICER. The 
Senator is correct. 

Mr. CHILES. How much time does 
the Senator from Florida have remain
ing? 

The PRESIDING OFFICER. The 
Senator from Florida has 14112 minutes 
remaining. 

Mr. CHILES. Mr. President, I sug
gest the absence of a quorum. 

The PRESIDING OFFICER. The 
clerk will call the roll. 

The legislative clerk proceeded to 
call the roll. 

Mr. CHILES. Mr. President, I ask 
unanimous consent that the order for 
the quorum call be rescinded. 

The PRESIDING OFFICER. With
out objection, it is so ordered. 

Mr. CHILES. Mr. President, I yield 
back the remainder of my time. 

The PRESIDING OFFICER. All 
time has been yielded back. 

Mr. GRAMM addressed the Chair. 
The PRESIDING OFFICER. The 

Senator from Texas. 
AMENDMENT NO. 1260 TO AMENDMENT NO. 1254 

<Purpose: To reduce federal expenditures by 
imposing a discretionary spending freeze, 
and for other purposes) 
Mr. GRAMM. Mr. President, I send 

an amendment to the amendment of 
the leadership to the desk and ask for 
its immediate consideration. 

The PRESIDING OFFICER. The 
clerk will report. 

The legislative clerk read as follows: 
The Senator from Texas [Mr. GRAMM] 

proposes an amendment numbered 1260 to 
Amendment No. 1254. 

Mr. GRAMM. Mr. President, I ask 
unanimous consent that reading of the 
amendment be dispensed with. 

The PRESIDING OFFICER. With
out objection, it is so ordered. 

The amendment is as follows: 
of the language proposed in amendment 

No. 1254; 
In section 9001 <a><l><A>. strike " $292,000" 

and insert in lieu thereof "$291,300"; 
In section 9001 (a)(l)(B), strike "$285,400" 

and insert in lieu thereof "$284,100"; 
In section 9001 (b)(l)(A), strike "$166,200" 

and insert in lieu thereof "$161,000"; and 
In section 9001 (b)(l)(B), strike "$176,800" 

and insert in lieu thereof "$175,000". 
Mr. GRAMM. Mr. President, I have 

been sitting here pondering whether I 
should off er a motion to recommit 
with instructions to strike the tax pro
vision of the Kassebaum amendment 
and, therefore, give Members an op
portunity to vote on whether or not 

they want the 28-percent marginal 
rate to go into effect, or whether to 
offer this perfecting amendment to 
the underlying leadership amendment. 

I have decided to offer this perfect
ing amendment because I find a lot of 
people who are for the leadership 
amendment are going to vote against 
both my motion to recommit and the 
Kassebaum amendment. I thought 
that that would create some confusion 
about where this body stands on the 
issue of lowering marginal income tax 
rates next year from 38 to 28 percent. 

So, Mr. President, I have sent a very 
uncomplicated amendment to the 
desk. I apologize to my colleagues if 
there is any confusion, but I can clear 
it up very briefly. 

The amendment that I have sent to 
the desk is to the leadership amend
ment. Instead of the figures for de
fense and nondefense discretionary 
spending that are contained in the 
leadership amendment, my amend
ment simply freezes discretionary 
spending, defense and nondefense 
alike, in fiscal year 1988 at fiscal year 
1987 levels. By freezing next years' 
level of spending authority at this 
year's level, although outlays will in
crease in both defense and nondef ense 
we still are able to save a total of $3.2 
billion. 

Mr. President, we have all talked 
about trying to do something about 
the deficit. Senator KASSEBAUM has 
given us a choice on an overall freeze 
involving COLA's and involving reim
bursement under Medicare and Medic
aid. 

Unfortunately, it also freezes the 
marginal tax rate at 38 percent instead 
of fulfilling the tax reform promise we 
made to the American people that the 
marginal rate was going down to 28 
percent. 

So the amendment I have offered 
gives Senators an opportunity to dem
onstrate that they are at least serious 
enough about reducing spending that 
they are willing to freeze the discre
tionary accounts, defense and non de
f ense alike, in terms of budget author
ity, not outlays, at this year's level. 

Now, we would still have the flexibil
ity within the nondef ense discretion
ary account to increase funding for 
AIDS research, or to increase expendi
tures on airport and air travel safety, 
but we would have a freeze on the ag
gregate amount available for such dis
cretionary spending. 

Mr. President, I remind my col
leagues that there are a lot of Ameri
cans who would view freezing spending 
this year at last year's level to be 
child's play. A lot of people in my 
State over the last 2 years have lost 
their jobs, have had to reorder their 
lives, and they have done it. All that 
this amendment does is simply ask 
that in the discretionary accounts we 
limit next year's spending authority 

for defense and nondefense alike to 
the level that we spent this year. 

Now, that is a straightforward 
amendment. If we adopt it, it would 
mean that we would go into confer
ence with the House with a lower defi
cit in fiscal year 1988, lower by $3.2 
billion, than would be the case if we 
adopt the leadership amendment. If 
we are not serious enough about defi
cit reduction to at least freeze, not cut 
but freeze, the discretionary accounts, 
then I do not think we are very seri
ous. This is as modest a change in the 
leadership package as you can make. 

Now, if you vote for this change, it 
does not preclude you from coming 
back and voting for the Kassebaum 
amendment. You may decide to do 
that. You may not. But if this amend
ment is adopted, whether the Kasse
baum amendment is agreed to or not, 
the deficit will be $3.2 billion lower, 
not because we cut anything but be
cause we froze discretionary spending 
next year at this year's level. 

Now, Mr. President, I cannot resist 
going back to a comment that was 
made by the distinguished Senator 
from Arkansas. I would like to com
ment on this whole issue of freezing 
tax rates next year at this year's level. 

As I listened to the distinguished 
Senator from Arkansas-and I often 
agree with him, but I have a hard time 
agreeing with him on the statement 
that he made earlier-it seemed to me 
that his statement basically boiled 
down to the following sort of asser
tion, that somehow if we did not 
freeze tax rates, if we let the marginal 
rate go down to 28 percent, people 
were not going to have a Merry Christ
mas. 

Now, can you imagine it, Joan and 
Johnny Brown are working in Waxa-

. hachie, TX. They both have pretty 
good jobs; they both make $20,000 to 
$25,000 apiece. They are saving money 
to send their children to Texas A&M 
University. They are involved in all 
kinds of activities, giving a little 
money to the church, a little money to 
school, a little money to the communi
ty chest, and now we are asked to be
lieve that unless we keep their tax 
rates at 38 percent they are not going 
to have a happy Christmas. Can you 
imaginff John coming in and saying to 
his wife, "We are not going to have a 
happy Christmas because Congress 
had passed a law that was going to 
lower our marginal rate of taxes from 
38 to 28 percent and they have decided 
to let that go into effect instead of 
freezing it at 38 percent." 

Now, Mr. President, that may ex
plain behavior in some other State, 
but it does not explain behavior in 
Texas. People in my State are not 
going to have a blue Christmas if we 
do not raise their taxes. They are 
going to have an unhappy Christmas 
if we do raise their taxes, and what 
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they would like us to do is to control 
our spending. 

The amendment that I have offered 
is a very modest amendment. I remind 
my colleagues that all it does is stipu
late that the current level of the two 
aggregate discretionary spending ac
counts, defense and nondef ense, will 
also be next year's spending level in 
those same two aggregate discretion
ary accounts. 

The Chair would inform Members 
that if time is not yielded the time is 
taken off both sides. 

Mr. GRAMM. Mr. President, I send 
a technical correction to my amend
ment to the desk. 

The PRESIDING OFFICER. The 
Senator has the right to modify his 
amendment. The amendment is so 
modified. 

The amendment, as modified, is as 
follows: By doing that, we will save $3.2 bil-

lion. That is not heavy lifting. That is Of the language proposed in amendment 
t l d l . h t No. 1254: 

no crue an unusua pums men · In Section 9001<a><l><A>, strike "$292,000" 
That is simply asking the Federal and insert in lieu thereof "$291,300"; 
Government to operate like every In section 900l<a><l><B>. strike "$285,400" 
family and every business in America and insert in lieu thereof "$284,100"; 
has to operate. In fact, even with the In section 900l<b>< l><A>. strike "$162,900" 
adoption of this modest amendment, and insert in lieu thereof "$161,000"; and 
total Federal spending next year will In section 900l<b><l><B>. strike "$176,800" 

and insert in lieu thereof "$175,000", 
still. grow by over 3 percent. So this is The PRESIDING OFFICER. Who 
a reasonable proposal. I hope that my 
colleagues will support it in over- yields time? 
whelming numbers. Mr. DECONCINI addressed the 

Chair. 
Mr. President, I reserve the remain- The PRESIDING OFFICER. Who 

der of my time. yields time to the Senator from Arizo-
Mrs. KASSEBAUM. Mr. President, I na? 

wonder if the Senator from Texas will Mr. CHILES. I yield 5 minutes to 
yield for a question. the Senator. 

Mr. GRAMM. Mr. President, who The PRESIDING OFFICER. The 
controls the time in opposition to this Senator is recognized for 5 minutes. 
amendment? Mr. DECONCINI. I thank the chair-

The PRESIDING OFFICER. The man. 
Senator from Florida controls the Mr. President, I rise to oppose the 
time in opposition. amendment of the Senator from 

Mr. GRAMM. I would be happy to Texas. Let me say I realize his inten
yield to the distinguished Senator tion here is to achieve a greater sav
from Kansas. ings than the package has in it. That I 

Mrs. KASSEBAUM. This is just a have to applaud. We all could add ad-
question. ditional things to cut or additional 

Mr. GRAMM. Since there is 30 min- things to tax or additional things to 
utes on the other side, perhaps the shift from one area to another. But in 
Senator from Florida would like to this instance it seems to me that the 
yield or, if not, I will. best has been put together. And if we 

Mrs. KASSEBAUM. I merely want mess with this, let me just explain to 
to ask a question of the Senator from . my colleagues what it may mean to 
Texas, not to make a statement. the programs that some of us have 

Mr. GRAMM. I yield. worked long and hard on. 
Mrs. KASSEBAUM. I heard the Being chairma~ <;>f the Subcommit-

Senator speak about discretionary tee ~m Appro~ria:tio;".ls. that has au
spending. Does he touch the entitle- thor1ty and JUnsd1ct1<;>n over the 
men ts in his amendment? Treasury, the Post O~f.1ce a~d otJ:ier 

Mr. GRAMM. I do not. So all this governmental authont1e~, i?cludmg 
amendment does to show you how the I~ternal Reven.ue, which i~ one of 

. . . ' . . the biggest fundra1sers for this coun-
modest it is, is take the discretionary try, I am sure those listening are not 
aggregate accounts of the Gover~- too happy to hear that, but in fact, 
ment, defense and nondef ense, ~nd m that is the case. The compliance on 
those two aggregate accounts, Just as the Internal Revenue Code is one of 
is the case in the package of the Sena- the key areas that we always seem to 
tor fro~ Kansas, the lev~l <?f ~udget go to. I do that quite reluctantly. How
author1ty for next year. is l~ited to ever, if we adopt this amendment, as 
the ~ev~l we are spendmg this year. has been explained to me, it would ne
We llm1t the aggregate of nondefense cessitate cutting another at least $2 
and defense discretionary spending billion from the domestic programs. 
next year to the amount that we spent We are already going to have a cut of 
this year. And in doing so we save ap- approximately 3.5 percent. What does 
proximately $3.2 billion. that mean? Just in the area of drug 

Mrs. KASSEBAUM. I thank the enforcement, that means quite a cut. 
Senator. That means a reduction in customs 

Mr. GRAMM. Mr. President, I re- agents, a reduction in the Border 
serve the remainder of my time. Patrol, a reduction in the law enforce-

The PRESIDING OFFICER. Who ment across the board, and those are 
yields time? already going to take a 3.5-percent hit. 

So I think it is important that as we 
go through this exercise this evening 
we carefully weigh because now we are 
talking about priorities. We are talk
ing about what do we think are the 
important parts of the Federal Gov
ernment, and I think drug enforce
ment happens to be one of them, and 
law enforcement. We can all share in 
the hurt, share in the amount of re
ductions that have to come about, but 
do we want to start cutting away at 
the capabilities just when we are 
about to start to succeed in stopping 
the flow of drugs into this country, 
particularly from our southern bor
ders? I submit that is not in the best 
interest here. 

Those will argue saying, listen, we 
have to cut this deficit at any cost. 
Well, where have we all been for the 
last 7 years? The deficit has grown and 
grown. We have finally reached a 
package here that truly reduces the 
deficit by $30 billion. That is better 
than I have seen in almost 11 years 
that I have been here where we are ac
tually going to see it go downhill. So I 
hope we do not adopt this amendment. 
I think it would be detrimental to our 
drug enforcement effort, not to men
tion many, many other programs that 
need to be at least maintained, and 
only take a cut of 3 percent. That is a 
substantial cut in many, many vital 
areas. 

I thank the Chair and yield the 
floor. 

The PRESIDING OFFICER. The 
Senator's time has expired. 

Who yields time? 
Mr. GRAMM. Mr. President, I yield 

myself such time as I may need. 
The PRESIDING OFFICER. The 

Senator is recognized. 
Mr. GRAMM. Mr. President, we 

have just heard the distinguished Sen
ator from Arizona talk about cuts. I 
want to remind my colleagues that 
there are no cuts in the level of de
fense spending in the leadership pack
age. In fact, under the leadership 
package, defense grows above current 
levels by $3 billion or 1.3 percent. 
There are no cuts in the aggregate 
amount of non defense discretionary 
spending in the leadership package. In 
fact, it grows by $7.1 billion or 4.1 per
cent. 

All the Senator from Texas has said 
is, let us freeze the aggregate budget 
authority for defense and nondefense 
at this year's level. That will mean 
that defense will still grow by $1.6 bil
lion and nondefense will still grow by 
$5.3 billion. Yet, we hear that if we do 
that, we are going to be cutting drug 
enforcement, and we are going to be 
cutting this sacred cow and that 
sacred cow. It sort of makes you 
wonder what the average family does 
when Johnny falls down and breaks 
his arm. They have to go out and 
spend money to have that arm set. 
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And you would wonder how they do it. 
Well, they do it by reordering prior
ities. They do it by not going to the 
movies. They do it by not going on va
cation. 

I have proposed here the most 
modest of amendments. The amend
ment saves $3.2 billion out of a $1.046 
trillion budget. It does not direct that 
drug enforcement or anything else be 
cut. It simply says that we are going to 
limit defense budget authority to the 
level of this year. We are not going to 
cut it. We are going to limit the nonde
f ense discretionary budget authority 
to the level of this year. And yet we 
keep hearing about all these cuts. 
Well, I submit to my colleagues that if 
we cannot even limit the pace of 
spending growth without everybody 
bringing up every sacred cow in the 
budget, how are we ever going to deal 
with the deficit problem? 

And I remind my colleagues that in 
the leadership package we would 
spend 4.5 percent more next year than 
we spent this year. In nowhere else 
but Washington, DC, in fact, more 
specific than that, here in this great 
Capitol, nowhere else on Earth would 
that be called a cut in spending. All I 
have proposed to do is not cut, but 
limit, spending growth. Yet, we hear 
the outcry, "Do you realize if we limit 
the growth that we are going to have 
to make these cuts?" 

I am simply asking that we let de
fense next year, in terms of budget au
thority, stay where it is this year. Let 
non defense discretionary spending 
next year stay where it is this year. 
That is not cruel and unusual punish
ment. Surely, in a $1,046,008,000,000 
budget we can limit the growth of 
spending to what would still be more 
than $40 billion. That is, let it grow by 
$40 billion but not $44 billion and still 
not have the functioning of the Gov
ernment come to an end. 

So I hear the arguments, but they 
sound awfully weak to me, and I think 
they are going to sound weak to the 
American people. 

I reserve the remainder of my time. 
Mr. JOHNSTON. Mr. President, will 

someone yield me time? 
Mr. CHILES. I yield the Senator 5 

minutes. 
Mr. JOHNSTON. Mr. President, I 

think it was H.L. Mencken who said 
that for every complicated problem, 
there is a simple solution and it is 
always wrong. I hope I did not mis
quote Mr. Mencken; but if he said 
that, it is entirely true with respect to 
this amendment. 

It has the advantage of simplicity. 
You can put it on a bumper sticker. It 
says "freeze," and maybe the Ameri
can people like the freeze. I do not 
know. At least, they might like the 
simplicity of the bumper sticker. 

Mr. President, if I was ever sure of 
any one thing, it is this: It will not 
work. 

I had the duty of being on that so
called budget summit and sitting there 
in that room week after week, with 
the Secretary of defense, Mr. Carlucci; 
with representatives from the White 
House; Jim Baker; Howard Baker; the 
Director of OMB. We looked at that 
defense budget. We talked for days 
and days and days on the question of 
whether the figure should be $285.4 in 
outlays or $285.5 in outlays. 

You might say that $100 million 
does not make any difference in the 
defense budget. Well, if you had been 
in that budget summit and sat next to 
the Secretary of Defense, you would 
know that it does make a great deal of 
difference. 

It makes a great deal of difference in 
the domestic side whether you cut 
$100 million or $200 million. Indeed, 
we argued that for weeks, because it 
means, for example, a question of 
whether you can or cannot have the 
space station; the question of whether 
you can or cannot have additional 
money for the super collider; the ques
tion of whether you can or cannot 
have a program of nutrition for 
hungry children. 

Mr. President, these figures, an addi
tional $1.4 billion cut in defense, 
simply have no relationship to needs, 
to the threat from the Soviet Union, 
to the ongoing weapons programs. The 
only thing it has to do with is the fact 
that it says "freeze" and that you can 
write it on a bumper sticker. 

Mr. NUNN. Mr. President, will the 
Senator yield? 

Mr. JOHNSTON. I yield. 
Mr. NUNN. Is the Senator saying 

that the Gramm amendment cuts 1.4 
or 1.5 out of outlays on defense? What 
is the number? 

Mr. JOHNSTON. The number I 
have is that it cuts out an additional 
$1.4 billion in outlays. 

Mr. NUNN. Below the leadership 
package or below the Kassebaum 
amendment? 

Mr. JOHNSTON. Below the leader
ship package. 

Mr. NUNN. Below the leadership 
package? 

Mr. JOHNSTON. That is correct. 
Mr. NUNN. And that is in outlays, 

not budget authority. 
Mr. JOHNSTON. That is in outlays. 

As the distinguished Senator from 
Georgia knows, the outlays in defense, 
I think, is a ratio of about 2 to 1. 

Mr. NUNN. About 3 to 1. 
Mr. JOHNSTON. I think you would 

have to cut--
Mr. NUNN. I understand that it is 

only a . 7 cut in budget authority and a 
1.5 cut in outlays, which means it has 
to come out of personnel. That is the 
only way you can get that ratio. 

Mr. JOHNSTON. You would have to 
fire civilian employees or cut the 
troops. It is as simple as that. 

Mr. NUNN. I agree with the Senator. 

Mr. JOHNSTON. For example, we 
could cancel this aircraft carrier which 
is in our defense appropriation bill, 
and that, I think, is $3.2 billion in 
budget authority; but in outlays it is 
less than $100 million because the 
spendout rate is so slow in that. 

This would devastate defense. It 
would absolutely devastate defense. 
The Secretary of Defense, if he were 
here, would say that. 

I think the kindest thing I can say 
for this amendment is that it is a killer 
amendment. If here, on the eve of 
Christmas, we want to kill this whole 
package, then adopt this amendment, 
because it would be vetoed and it 
would not work. 

The PRESIDING OFFICER. The 
Senator's time has expired. 

Who yields time? 
Mr. BUMPERS. Mr. President, who 

controls the time on this amendment? 
The PRESIDING OFFICER. The 

Senator from Florida controls 18 min
utes and 56 seconds. The Senator from 
Texas still has 13 minutes remaining. 

Mr. GRAMM. I yield myself such 
time as I might use. 

Mr. President, we have just heard 
that if we limit the growth in defense 
to $1.6 billion more next year than 
this year-that is, if we only spend 
$1.6 billion more next year then we 
are spending this year-we are deci
mating defense; that, in fact, Ivan will 
knock down the gate and our freedom 
will be lost. 

We have also heard that if we do not 
let spending on nondefense discretion
ary programs grow more than $5.3 bil
lion next year, we are not going to 
have a space station, we are not going 
to be able to control communicable 
diseases. I am glad they did not go into 
the whole repertoire or everybody's 
eyes might have been filled with tears. 

Does anybody really believe that 
limiting spending authority on discre
tionary accounts next year to the level 
we spent this year would mean that 
Ivan would knock down the door or 
that we could not come up with 
money, out of a budget of $1.046 tril
lion, to fund the space station? 

In fact, for the increase in discre
tionary nondefense accounts that this 
amendment provides, we could fund 
the space station five times over. 

For the growth allowed under this 
amendment, we could fund the in
crease given last year on health re
search 10 times over. 

All this amendment does is to seek 
to limit the aggregate growth in 
spending. This amendment does not 
cut anything. All this amendment does 
is take the current aggregate for de
fense and state that, in terms of 
budget authority, we are not going to 
commit any more new spending next 
year than we did this year; and it 
takes the aggregate for nondefense 
discretionary, and pledges that we are 
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not going to commit any more spend
ing next year than we did this year. 

Now, if you want to cancel the new 
$8 million weed research center at 
North Dakota University, or if you 
want to put the cap back on the bee
keepers loans, so that beekeepers 
cannot get any more than $250,000 a 
year from the Government-we re
moved that last year in the emergency 
spending package because it was terri
bly unfair-if you want to do those 
things, you can get more money for 
space and you can get more money for 
combating communicable diseases. 

I ask my colleagues to be serious. We 
are not having serious arguments 
against this amendment when we hear 
that we are not going to be able to 

· defend the Nation if we fre~ze aggre
gate defense spending next year at 
this year's level or that we are not 
going to be able to keep the skies safe 
or fight communicable diseases or pro
tect ourselves against illegal drugs. 

This amendment simply says let us 
freeze discretionary budget authority 
in the aggregate, defense and nonde
f ense alike, at this year's level. Such a 
freeze, when combined with spending 
already approved and in the pipeline, 
would still result in a net increase in 
total spending levels in those two ag
gregate, discretionary accounts. 

I submit that that is not heavy lift
ing or cruel or unusual punishment. 
People have said to me: "Well, I am 
shocked. Why aren't you doing some
thing about entitlements?" Well we 
are going to get an opportunity to vote 
on entitlements in the Kassebaum 
amendment. 

I am simply giving Members an op
portunity in the easiest and most pain
less form to save $3.2 billion. 

Now you either want to save that 
money or you do not want to save that 
money. But saving the money does not 
mean that we cannot fight drugs; it 
does not mean that we cannot have a 
space station, because the reality is 
that even while saving this money we 
will still spend more than we did last 
year because of the spend out rates of 
money we committed last year and in 
prior years. 

So this amendment simply states 
that defense will be $1.6 billion more 
in outlays next year than it is this 
year and that nondef ense discretion
ary spending will be $5.3 billion more 
in outlays next year than it is this 
year. 

I submit to my colleagues that that 
is a very modest amendment. Some 
will say it is too modest. "I am not 
going to vote to save $3.2 billion. If 
GRAMM is serious let him propose to 
save $32 billion." 

Of course, if I proposed saving $32 
billion they would say, "My gosh, the 
world is going to come to an end if you 
save $32 billion." 

So I submit it is sort of like the 
fellow who was too heavy for light 

work and too light for heavy work. No 
matter how you write it they are not 
going to vote for it. 

All this amendment does is give us a 
straight up or down vote on the sim
plest, most painless way to save $3.2 
billion. 

That is not very much. But do you 
realize that that is a third of the total 
level of real spending savings next 
year in the leadership package? When 
you take out REA where we let loans 
be refinanced and where we lose 
almost $2 billion in present value by 
allowing them to be paid off without a 
penalty, when you take that kind of 
business out of the leadership savings, 
you find that we have here almost a 
third as much in this little amend
ment. This little amendment saves 
almost a third as much in terms of 
controlling the growth of spending as 
the leadership package does. 

So it is simple. It is reasonable. It is 
relatively painless in a trillion dollar 
budget and yet it raises the level of 
total spending control measures and 
deficit reduction by almost a third. 

So I urge my colleagues to vote for 
this very simple addition, save a little 
more money, $3.2 billion. We go to 
conference with the House. They are 
already way over the agreement 
anyway. Let us go into conference 
under the agreement and maybe we 
will come out either under it or on it. I 
cannot see any harm that can come to 
the Nation and I can see a lot of good 
that can come by not spending $3.2 
billion. 

I reserve the remainder of my time. 
The PRESIDING OFFICER. Who 

yields time? 
Mr. DOMENIC!. Mr. President, will 

the Senator from Florida yield 5 min
utes to the Senator from New Mexico 
in opposition to the amendment? 

Mr. CHILES. I yield. 
The PRESIDING OFFICER. The 

Senator from New Mexico. 
Mr. DOMENIC!. Mr. President, I 

think I have said it often enough here
to! ore that I need not repeat it, but I 
will again. 

The distinguished Senator from 
Texas knows that I have the greatest 
respect for him and I understand his 
knowledge of the budget process ex
tremely well, and he is indeed an 
expert. 

Now, Mr. President, having said 
that, let me just say to the Senators 
the distinguished Senator from Texas 
has offered an amendment that 
sounds innocuous. It sounds simple. 
He has made it sound sweet as honey. 
But have no mistakes in any of your 
minds, it is a killer amendment, not a 
little amendment, a killer amendment. 

If the Senate adopts this amend
ment, and we have to impose this on 
the House, and the President of the 
United States, after the summit con
ference-my friend from Texas smiles 
because he knows what the Senator 

from New Mexico is saying is absolute
ly right-we upset the agreement on 
the discretionary accounts of the U.S. 
Government, including defense, which 
probably took up 30 to 40 percent of 
the summit deliberations. We could 
not get away from discussing these ac
counts because both Houses have al
ready appropriated. We are 3 months 
into a year and we both appropriated 
off a budget resolution that had about 
4 percent or 4.5 percent increase. 

The actual starting point of the 
Gramm-Rudman-Hollings cuts provide 
for a 4.2-percent increase. To achieve 
cuts below that we argued and we 
argued and we made a compromise. 
And as with all the compromises made 
in that budget summit conference, 
there are two that are absolutely and 
unequivocally specific and there is no 
two ways to get to them, and that is 
the budget authority and outlays for 
the defense of our Nation. There is a 
number in budget authority with a 
number in outlays for defense. And it 
saves over $5 billion and the President 
of the United States gave and gave 
and gave there, and my friend from 
Texas says it is not very much. We 
have saved $5 billion in defense after 
all those days and the President said 
yes and the Senator from Texas is 
saying oh, it is very small, but it is $1.3 
billion in outlays more of a reduction. 
He can talk all he wants about it not 
being a reduction. It is that much less 
in defense than we settled on after 
days and days of discussion with the 
House Members who wanted less, the 
President who wanted more, and now 
my friend from Texas says, oh, it is a 
simple little amendment, $1.3 billion 
more in defense cuts. 

On the domestic side, we went back 
and forth with Foreign Affairs and the 
other items in appropriations and we 
struck a deal. Those numbers are in 
the leadership package and the appro
priators from both Houses have 1 
week, next week, to reach the targets 
that we agreed upon and staffs are al
ready working with Senators trying to 
see how are we going to reach those 
summit targets. Now, my friend from 
Texas comes down here with a very in
viting amendment. It is really not very 
much, he says, but it is another $1.9 
billion in the discretionary nondef ense 
appropriated accounts. 

The cut by the Senator from Texas 
is in addition to the about 3.5 to 3.8 
percent cut off the midpoint between 
the House and Senate bills that we al
ready have passed this year. 

Having said that, and the Senator 
from New Mexico is not one that is 
normally up here arguing to spend 
more money, but I do want to get a 
deficit reduction package through and 
I can tell you we cannot get this one 
through. The President will not take 
it. The House will not take it. 
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Second, let me suggest that these ac

counts that my friend from Texas 
wants to hit again are not the cause of 
this big deficit anyway. They are going 
to be growing at less than 2 percent 
this year and next year. If that is all 
that was happening to the budget, the 
tax growth would take care of it. We 
have reduced these accounts over the 
last 4 or 5 years in budget authority 
and this summit deal that we made 
with the President is a good one. 

So I hope that somebody will move 
to table this amendment. I really do 
not believe we will accomplish a great 
deal with it. 

My friend from Texas may prove a 
point, but I believe we will prove a real 
point. We will prove a point that we 
can destroy a deficit reduction pack
age over this amount of money be
cause the Senator from Texas says it 
does not amount to much. It will de
stroy the package. 

If you want to freeze COLA's or go 
with the Kassebaum 2 percent cost of 
living that is a different issue than the 
Senator from Texas' amendment. 
That is real major structural policy 
change. I do not agree with it. But this 
pending amendment is not a structural 
change. This will just put us back to 
ground zero in the deficit reduction 
work we have been so busy at for all 
these weeks. 

I yield the floor. 
Mr. STENNIS. Mr. President, will 

the Senator who controls time in op
position to this amendment yield me 5 
minutes? 

Mr. FOWLER. Mr. President, as a 
member of the Budget Committee, I 
yield the distinguished chairman of 
the Appropriations Committee 5 min
utes. 

The PRESIDING OFFICER. The 
Senator is recognized for 5 minutes. 

Mr. STENNIS. Mr. President, the 
presence of this measure on the floor 
tonight is highly important. 

Just a few of the simple overwhelm
ing facts that guided this economic 
summit group that was selected in a 
special assignment and I was the last 
one perhaps that was selected, but I 
was asked to serve because of my posi
tion on the Appropriations Commit
tee. 

Frankly, it was one of the finest ex
periences that I have had in the years 
that I have been here. It was a very 
splendid way. I am not putting this on 
a personal basis. I have the very high
est regard for the Senator from 
Kansas, a fine colleague who is on this 
amendment. I have nothing but praise 
for her. 

But this economic summit was the 
finest demonstration of unified neces
sity, of moving forward. Those people 
were Democrats from the House and 
Republicans from the House, Demo
crats from the Senate, and Republi
cans from the Senate. Also there were 
men there representing the President 

of the United States, several of them 
well known by most of the member
ship and trusted in judgment and in 
high purposes. Others were there who 
had been in service here but went over 
in some other departments. 

We had very exceptionally fine, ca
pable men there, the head of one of 
the departments concerning finances, 
the Secretary of the Treasury. I did 
not know him personally, but I found 
him to be an excellent man in his field 
of operations where he is specially 
trained and experienced. 

And we went there expecting to be 
there for 2 weeks. Let me emphasize I 
played a very small part in this contri
bution to the end product, but I 
learned a lot along the way. We were 
expecting to be there about 2 weeks 
and it took 4 full weeks, morning and 
afternoon sessions, and some night 
sessions; over and over and over again 
with the most circumspect capabilities 
of those people that were working 
there during this period at the ex
pense of neglecting their other official 
duties. 

And there emerged from that group 
something that looked miraculous to 
me, from such a very high percent of 
selection and purpose and trial and 
error and argument and reargument. 
Some had said, "Why, this is ridicu
lous. This will never amount to any
thing. The President of the United 
States has already made up his mind 
and he is not going to give in and 
change his position enough to make 
any difference here in results." 

After these days of effort, it was pre
sented to the President and he did 
agree to it, as we all know, and we con
summated this thing in just another 
day and a half. 

I have been on this Appropriations 
Committee a good number of years 
and have seen a lot of money pass 
through those channels and also the 
authorization of that money. But this 
was one of the finest pieces of work, 
one of the finest jobs on this subject 
matter. We have not had anything 
that equals this effort of the panel 
and equals what it has put together. 
This group did one of the very finest 
jobs that I have seen by anyone. And 
we have had some excellent men over 
a long period that I am familiar with, 
a good number of years. 

I would just weep almost to see this 
·thing turned out now and thrown to 
the wind. 

The PRESIDING OFFICER. The 
Senator's time has expired. 

Mr. STENNIS. May I have 2 addi
tional minutes? 

Mr. CHILES. I yield the Senator 2 
additional minutes. 

Mr. STENNIS. I would not know 
where to turn, and I do not know 
anyone else who would have such 
knowledge. I think it has already been 
looked to. I would not know where to 
turn or who to turn to if this group-

and I take no credit for it myself-if 
what they say is not considered seri
ously rather than tossed aside and 
ridiculed and criticized. We will have 
been lower than I have ever seen us 
and lower than we realize, in fact. 

Now we must do something about 
this subject matter. There is no doubt 
in my mind about that. It has a $1 tril
lion money mark on it for a 12-month 
period. I think we should try it out
and then followed in a more firmer 
path. 

I say it is nothing less than a trage
dy, not tragedy how anyone votes, but 
to abandon this purpose now and par
ticularly in a field like this. Where else 
are we going to turn? 

If we are going to abandon this, we 
ought to take the whole field down 
and see if we cannot come up with a 
whole product, a whole plan that will 
have meaning and will be better than 
this that we already have before us. 

So I submit that, Mr. President, with 
a firm, not a great knowledge of the 
subject matter do I claim, but I have 
some idea about the selection of 
money for appropriations for a 12-
month period. 

The PRESIDING OFFICER. The 
Senator's time has expired. 

Who yields time? 
Mrs. KASSEBAUM. Mr. President, 

will the Senator yield me a couple of 
minutes? 

Mr. CHILES. I yield 2 minutes to 
the Senator from Kansas. 

Mrs. KASSEBAUM. I thank the 
Senator from Florida. 

Mr. President, I rise in opposition to 
the amendment of the Senator from 
Texas because he does not really 
touch on the most difficult part of this 
budget. About 40 percent will be held 
separate. And for me, the whole pur
pose of the endeavor on the freeze 
package that we have been talking 
about earlier is to freeze some parts of 
our budget that we have held sepa
rate. With Senator GRAMM's amend
ment, we really still have not ad
dressed that. 

And we have missed an additional 
$4.2 billion in savings on cost-of-living 
adjustments on our entitlement pro
grams. 

These, Mr. President, are what I 
think must be addressed and we have 
to do it in a fair and equitable manner. 

So it is a disappointment to me that 
the Senator from Texas has not in
cluded, as a matter of fact, entitle
ments in his package. It is for that 
reason, Mr. President, that I will be 
voting in opposition. 

The PRESIDING OFFICER. The 
Senator's time has expired. 

Mr. GRAMM. Mr. President, how 
much time do I have remaining? 

The PRESIDING OFFICER. The 
Senator from Texas has 5 minutes and 
57 seconds. 
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Mr. GRAMM. Mr. President, I yield 

myself such time as I might use. 
Mr. President, this is one of the 

more remarkable debates that I have 
heard in many months here. The 
debate started with one of our col
leagues saying that if we did not raise 
people's marginal rates from 28 per
cent to 38 percent, that they were not 
going to have a happy Christmas; that 
unless their marginal rate of taxes is 
frozen at 38 percent, rather than being 
allowed, as we promised them, to de
cline to 28 percent, that they were 
going to have a blue Christmas. 

Then we heard that if we froze 
budget authority in discretionary de
fense accounts that we could not 
defend the Nation. 

Then we heard that if we limited the 
growth of nondefense discretionary 
spending, as the pending amendment 
does, to only 3.5 percent more than 
what we spent last year, that we could 
not have the space station, even 
though that $3.5 billion increase 
would buy five space stations in terms 
of the expenditure we are going to 
have for that project next year. 

Then we heard we are not going to 
be able to protect ourselves from ille
gal drugs, even though the increase 
available after adoption of this amend
ment would fund a tenfold increase in 
our drug effort. 

And then we have heard two of our 
colleagues make a statement saying 
they are just terribly disappointed 
about this amendment because it does 
not cut enough, it does not cut the 
right things. 

Now, I would like to say to my col
leagues that if this amendment does 
not cut enough, offer another amend
ment to cut more. In fact, the distin
guished Senator from Kansas has such 
an amendment pending. If it did not 
freeze marginal tax rates next year at 
this year's level and abrogate a com
mitment in tax reform that we made 
to the working men and women of 
America, there might be more support 
for it than there is. But you are going 
to have an opportunity to vote on 
that. 

If someone wants to off er an amend
ment dealing with entitlements, off er 
it and I may vote for it. But I am 
giving the Senate an opportunity here 
to save $3.2 billion, not by cutting 
spending-God forbid we should ever 
cut any spending; but by simply trying 
to freeze two aggregate discretionary 
accounts at the levels we spent this 
year. 

Now, Mr. President, I do not believe 
that if we fail to raise people's taxes 
they will have a blue Christmas. I 
think if we raise their taxes, they are 
going to have a blue Christmas, at 
least people where I am from. I do not 
know people, in some cases, from 
other parts of the country. Maybe 
they are different. I do not believe it, 
but maybe. 

I do not believe that saving $3.2 bil
lion out of all the discretionary ac
counts in the Nation's budget is going 
to mean that Ivan is going to knock 
the gate down next year. In fact, some 
would argue that Ivan is already here; 
that he has been here all week. 

I do not believe that if we simply try 
to save $3.2 billion out of $1 trillion 
46.8 billion, that suddenly we cannot 
fight drugs or disease or that we 
cannot have a space program. I believe 
we can do all those things. I support 
those programs. 

This amendment again is a very 
straightforward amendment. It may 
not save as much as some people 
would like. If so, vote for this and then 
vote for the addition that you want. 
But if you vote against this amend
ment you are saying: I do not want to 
freeze discretionary spending. And 
again you can justify it in a lot of 
ways. But the bottom line is, this is a 
simple, virtually painless way of 
simply imposing a little fiscal disci
pline by freezing discretionary spend
ing at current levels. I do not think 
that is unreasonable. I hope my col
leagues will vote for the amendment 
and I reserve the balance of my time. 

The PRESIDING OFFICER. Who 
now yields time? 

Mr. DOMENIC!. Parliamentary in
quiry. How much time does the Sena
tor from Texas have on his amend
ment? 

The PRESIDING OFFICER. A 
minute and twenty seconds. 

If neither side yields the time runs 
equally against both sides. 

The Senator from Florida. 
Mr. CHILES. Mr. President, I think 

that we are about ready to wrap up 
our debate on this. I think I would 
just state that if we look and see what 
some of these cuts would be: From the 
midpoint on where we are between the 
House and the Senate bill, with the 
new proposal by Senator GRAMM, Com
merce and Justice would be cut 9. 7 
percent. The other independent agen
cies, and that is where we already have 
a tremendous problem with NASA 
now and the space station, the cuts 
there would be 4.8 percent. Interior 
Committee would be cut 10.3 percent 
from the midpoint of where we are 
now. The Treasury and Postal, and 
that is where most of our drug money 
is, Customs-and the money that we 
use to fight drugs will be cut 11.3 per
cent. We already have had Senator 
NUNN speak about defense and say 
that the only way they could make the 
additional cuts in defense which are 
over $1.2 billion, those cuts would 
have to come out of personnel. 

So I think it is pretty clear, Mr. 
President, that what we would be talk
ing about here at this stage of the 
game is, as the Senator from New 
Mexico said: This is like one of those 
balls that the wrecking companies use 
when they want to demolish houses 

and it is swinging and it will sort of 
knock down everything that we have 
been trying to do in putting together a 
meaningful package of deficit reduc
tion; because of what it would do. 

I can remember so well, Mr. Presi
dent, the hours that we spent in the 
summit, and literally days talking 
about 0.1 in defense; lowering it $100 
million, and the administration's ago
nizing over that and what happened to 
define that change. Now to see that we 
are talking about this cut, which is 10 
times that, more than 10 times that
this would be the wrecker. 

Mr. GRAMM. Mr. President, if the 
distinguished Senator from Florida 
does not object, I will go ahead and 
run off my 1 minute while they are 
conferring. 

The PRESIDING OFFICER. The 
Senator from Texas. 

Mr. GRAMM. Mr. President, I would 
like to go back in light of all of these 
horror stories and simply relate the 
facts. If the pending amendment is 
adopted, we will spend $1.6 billion 
more on defense next year than we 
spent this year; we will spend $5.3 bil
lion more on nondef ense discretionary 
programs next year than we spent this 
year; and the total level of Federal 
spending will still be 4 percent higher 
next year than it is this year. 

How those facts can be converted 
into cuts that endanger national de
fense, that endanger public health, 
that endanger drug enforcement is 
hard to imagine. But, of course, if you 
think people are going to be unhappy 
at Christmas if we do not raise their 
taxes, then you can imagine anything, 
and I yield back the balance of my 
time. 

The PRESIDING OFFICER. The 
Senator's time has expired. The Sena
tor from Florida has 3 minutes re
maining. The time is running on the 
Senator from Florida's time. 

Mr. CHILES. How much time does 
the Senator from Florida have remain
ing? 

The PRESIDING OFFICER. Two 
minutes and forty seconds. 

Mr. CHILES. Mr. President, I yield 
back the remainder of my time and I 
move to table the Gramm amendment. 
I ask for the yeas and nays. 

The PRESIDING OFFICER (Mr. 
REID). Is there a sufficient second? 
There is a sufficient second. 

The yeas and nays were ordered. 
The PRESIDING OFFICER. The 

question is on agreeing to the motion 
of the Senator from Florida to lay on 
the table the amendment of the Sena
tor from Texas, amendment number 
1260, as modified. 

The yeas and nays have been or
dered and the clerk will call the roll. 

The assistant legislative clerk called 
the roll. 

Mr. CRANSTON. I announce that 
the Senator from North Dakota [Mr. 
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BURDICK], the Senator from Indiana 
[Mr. GORE], and the Senator from Illi
nois [Mr. SIMON] are necessarily 
absent. 

Mr. SIMPSON. I announce that the 
Senator from California [Mr. WILSON] 
is necessarily absent. 

The PRESIDING OFFICER. Are 
there any other Senators in the Cham
ber desiring to vote? 

The result was announced-yeas 72, 
nays 24, as follows: 

CRollcall Vote No. 404 Leg.] 

YEAS-72 
Adams Duren berger Metzenbaum 
Baucus Exon Mikulski 
Bentsen Ford Mitchell 
Bi den Fowler Moynihan 
Bingaman Glenn Nunn 
Boren Graham Pell 
Bradley Grassley Pressler 
Breaux Harkin Pryor 
Bumpers Hatfield Quayle 
Byrd Heflin Reid 
Chafee Heinz Riegle 
Chiles Hollings Rockefeller 
Cochran Inouye Sanford 
Cohen Johnston Sar banes 
Conrad Karnes Sasser 
Cranston Kassebaum Shelby 
D'Amato Kennedy Simpson 
Danforth Kerry Specter 
Daschle Lau ten berg Stafford 
DeConcini Leahy Stennis 
Dixon Levin Stevens 
Dodd Lugar Warner 
Dole Matsunaga Weicker 
Domenici Melcher Wirth 

NAYS-24 
Armstrong Helms Packwood 
Bond Humphrey Proxmire 
Boschwitz Kasten Roth 
Evans McCain Rudman 
Garn McClure Symms 
Gramm McConnell Thurmond 
Hatch Murkowski Trible 
Hecht Nickles Wallop 

NOT VOTING-4 
Burdick Simon 
Gore Wilson 

So the motion to lay on the table 
amendment No. 1260, as modified, was 
agreed to. 

Mr. BYRD. Mr. President, I move to 
reconsider the vote by which the 
motion to table was agreed to. 

Mr. LEAHY. I move to lay that 
motion on the table. 

The motion to lay on the table was 
agreed to. 

The PRESIDING OFFICER. The 
question now occurs on the amend
ment of the Senator from Kansas 
[Mrs. KASSEBAUM]. The yeas and nays 
have been ordered. 

Mr. RIEGLE and Mr. DOMENIC! 
addressed the Chair. 

The PRESIDING OFFICER. The 
Senator from Michigan. 

Mr. CHILES. Mr. President, I yield 5 
minutes off the bill to the Senator 
from Michigan. 

The PRESIDING OFFICER. The 
Senator from Michigan is recognized 
for 5 minutes. 

Mr. RIEGLE. I thank the Chair. I 
thank the Senator from Florida. 

I wonder if we could have order in 
the Chamber. 

The PRESIDING OFFICER. The 
Senate is not in order. The Senate will 
come to order. Senators will take their 
seats and refrain from speaking. The 
Senate will come to order. 

The Senator from Michigan is recog
nized for 5 minutes. 

Mr. RIEGLE. I thank the Chair. 
Mr. President, it is I think very im

portant for us to recognize that the 
amendment that will be offered here 
shortly and voted on, offered by the 
Senator from Kansas, has contained 
within it a major cut in Social Security 
benefits. It comes in the form of a cut 
in the planned COLA benefit, the cost
of-living adjustment that is scheduled 
to take effect next year and which of 
course is a catchup adjustment. In 
other words, it is an inflation adjust
ment to make up for buying power 
that has been already lost because of 
inflation, the higher cost for items 
that senior citizens and retirees have 
to buy in order to live, whether it is 
utility bills, or medicines, food or shel
ter, and things of that kind. 

We have said many times that there 
should not be cuts in Social Security 
in order to try to balance the Federal 
budget. The reason for that is that the 
Social Security trust fund is a sepa
rately financed trust fund. It is in sur
plus. It is building a larger and larger 
surplus each day and by cutting Social 
Security in any form in order to create 
a larger surplus in the Social Security 
trust fund, it is only for the purpose of 
being able to in a sense hide and allow 
other spending, higher spending, in 
the regular categories of the Federal 
budget. 

We should not be tampering with 
Social Security at all. It is not contrib
uting to the Federal budget deficit. As 
a matter of fact, over the next 6 years 
Social Security is going to be contrib
uting, building a surplus of $394 bil
lion. And so to suggest in any way that 
somehow Social Security is not on a 
sound footing and we ought to cut the 
benefits because of the fact we do not 
have the discipline to deal with other 
spending categories in the regular part 
of the budget I think is just a serious 
error. 

Also, I think we have to understand 
some other things will be happening 
to those on Social Security come Janu
ary of this next year. There is sched
uled to take effect an increase in the 
Medicare benefits cost that will be de
ducted from each Social Security re
cipient's paycheck. When the auto
matic deduction from their payment 
takes effect, that will have the impact 
of reducing the amount of money that 
they would otherwise receive. On top 
of that planned Medicare increase 
which is already in the law, we have 
coming down the track a catastrophic 
health insurance bill, and that will add 
an additional charge that will go 
against the checks to be paid out to 
our Social Security recipients. 

So that if in turn we were to add the 
major cut being proposed by the Sena
tor from Kansas in terms of a major 
reduction in the planned cost-of-living 
adjustment, you would have the effect 
of driving well over 100,000 senior citi
zens in this country below the poverty 
line. Those are the official estimates 
that we have had just from effect of 
that amendment. But in a sense, it is 
worse than that, because it is really, in 
my view, a dishonest accounting trick. 

The President to his credit has said 
keep Social Security off the table. 
Keep it off the table because it is not 
contributing to the Federal budget 
deficit. And therefore you should not 
go over and somehow damage the 
Social Security recipient in order to 
create the appearance of a smaller def
icit in the regular categories of the 
Federal budget. 

So I would hope that before Mem
bers vote on this they will consider 
very carefully the part of the so-called 
Kassebaum package that relates to 
the cuts in Social Security. Every poll 
that has been done in this country 
makes it clear that the public under
stands that it is a separately financed 
trust fund, that it is solvent, but it is 
building a huge surplus, it is not con
tributing to the deficit, and over
whelmingly people in all parts of the 
country, both parties, men and 
women, all groups say that they do 
not want cuts in Social Security. They 
understand that that is not the prob
lem with the Federal deficit, and we 
should not pretend that we are solving 
the Federal budget deficit problem by 
taking it out of the hides of the senior 
citizens of this country. 

So I would hope that everyone un
derstands that if they vote for that 
package they are voting to cut Social 
Security. Should the packages pass, 
and I certainly hope that it will not, 
but should it pass then later on this 
evening or some time before this bill 
passes we would have a chance to vote 
precisely on that Social Security cut 
because I think we ought to have a 
record vote. Everybody ought to have 
to step up to the plate on that one if 
they feel Social Security benefits 
should be cut. But I would hope we 
would not face that moment because 
we would def eat the Kassebaum 
amendment. 

I thank the Chair and yield the 
floor. 

The PRESIDING OFFICER. The 
Senator's time has expired. 

Mrs. KASSEBAUM addressed the 
Chair. 

The PRESIDING OFFICER. The 
Senator from Kansas. 

Mr. DOMENIC!. Mr. President, I 
yield 5 minutes to the Senator from 
Kansas. 

The PRESIDING OFFICER. The 
Senator from Kansas is recognized for 
5 minutes. 
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Mrs. KASSEBAUM Mr. President, I 

want to say there is not a Member of 
this body who is not appreciative of 
the efforts of those who helped formu
late this leadership package. It is 
bound to have been an extremely diffi
cult package to put together. But 
there is a strong bipartisan group of us 
here that believe that there is an op
portunity to touch part of the budget 
that has been held off limits, approxi
mately 40 percent of the budget. We 
have a budget that reflects revenues 
that come in and spending that goes 
out. It reflects different types of trust 
funds. But it reflects what we are as a 
nation, and I happen to feel, Mr. 
President, that no special-interest 
group really wants to be held up in the 
glare of the spotlight and say no, you 
cannot do anything that is going to be 
difficult for us. We are not cutting 
anyone. We are merely not allowing a 
raise. 

It is merely a freeze and an equitable 
one, because when people who are re
ceiving Social Security benefits say, 
"Yes, but how is it affecting you," I 
can say it is affecting me on the reve
nue side, because we are freezing the 
tax program, and the tax levels will 
not lower for 1 year, either, and I 
cannot take advantage of a reduced 
tax rate. That is the balance that is 
important. 

No, it is not a masterful deficit re
duction package. We are going to need 
to sort through the priorities and op
tions that will come next year. But for 
1 year we have a major saving that 
will be reflected in future years, be
cause we have held the baseline at a 
lower level. 

That is why I say to those who nego
tiated the leadership package that 
ours will be successful in the outyears. 
We have been willing to address the 
entitlement programs and hold that 
base level, so that there is a cumula
tive effect of savings that is still more 
than is in the leadership package. 

Before I close, Mr. President, I 
would like to add that I think it gives 
us an opportunity to do something 
now that will enable us to build in the 
future, because we do have needs that 
have to be met, and it is going to be 
very difficult for us in the next 2 years 
to adjust our spending and adjust our 
revenues. This is why I feel it is such 
an opportunity for us. It is time for us 
to show that we can put things on 
hold with the savings that will benefit 
everyone, and allow us in the future to 
address our needs and our priorities as 
we feel they must be addressed. 

Mr. President, I yield back any time 
I have remaining. 

Mr. CHILES. Mr. President, I move 
to table the amendment, and I ask for 
the yeas and nays. 

The PRESIDING OFFICER. Is 
there a sufficient second? 

There is a sufficient second. 
The yeas and nays were ordered. 

The PRESIDING OFFICER. The 
question is on agreeing to the motion 
to table the amendment. On this ques
tion the yeas and nays have been or
dered, and the clerk will call the roll. 

The assistant legislative clerk called 
the roll. 

Mr. CRANSTON. I announce that 
the Senator from North Dakota [Mr. 
BURDICK], the Senator from Tennessee 
[Mr. GORE] and the Senator from Illi
nois [Mr. SIMON] are necessarily 
absent. 

Mr. SIMPSON. I announce that the 
Senator from California [Mr. WILSON] 
is necessarily absent. 

The PRESIDING OFFICER <Mr. 
GRAHAM). Are there any other Sena
tors in the Chamber who desire to 
vote? 

The result was announced-yeas 71, 
nays 25, as follows: 

[Rollcall Vote No. 405 Leg.] 

YEAS-71 
Adams 
Armstrong 
Bentsen 
Bingaman 
Bond 
Boschwitz 
Bradley 
Breaux 
Byrd 
Chafee 
Chiles 
Cochran 
Cohen 
Cranston 
Danforth 
DeConcini 
Dole 
Domenici 
Duren berger 
Ford 
Garn 
Glenn 
Graham 
Gramm 

Baucus 
Biden 
Boren 
Bumpers 
Conrad 
D'Amato 
Dasch le 
Dixon 
Dodd 

Burdick 
Gore 

Gressley Moynihan 
Harkin Nickles 
Hatch Packwood 
Hatfield Pell 
Hecht Proxmire 
Heflin Pryor 
Heinz Quayle 
Helms Reid 
Humphrey Riegle 
Inouye Rockefeller 
Johnston Roth 
Kasten Sanford 
Kennedy Sar banes 
Kerry Sasser 
Lau ten berg Shelby 
Leahy Specter 
Lugar Stafford 
Matsunaga Stennis 
McCain Stevens 
McConnell Symms 
Melcher Thurmond 
Metzenbaum Trible 
Mikulski Warner 
Mitchell 

NAYS-25 
Evans Nunn 
Exon Pressler 
Fowler Rudman 
Hollings Simpson 
Karnes Wallop 
Kassebaum Weicker 
Levin Wirth 
McClure 
Murkowski 

NOT VOTING-4 
Simon 
Wilson 

So the motion to table the amend
ment <No. 1259) was agreed to. 

Mr. BYRD. Mr. President, I move to 
reconsider the vote by which the 
motion was agreed to. 

Mr. DOLE. I move to lay that 
motion on the table. 

The motion to lay on the table was 
agreed to. 

Mr. BYRD. Mr. President, may we 
have order? 

The PRESIDING OFFICER. The 
Senate is not in order. The Senate is 
not in order. Those Senators who do 
not have business pending before the 
Senate, please move their conversa
tions to the cloakroom. The Senate 
will be in order. 

The majority leader. 

Mr. BYRD. Mr. President, if I might 
have the attention of all Senators, this 
would be a good time to get an under
standing as to how many amendments 
remain. The Senate is going to finish 
this bill 'tonight. 

There are 5 hours remaining on the 
bill. The minority leader and I are 
going to yield back 1 hour each, so 
that means we have 3 hours left on 
the bill. 

It would be fair to Senators who are 
going to call up amendments if we 
could get unanimous consent to cut 
the time under the rule in half, at 
least, on amendments. The time on 
amendments is 1 hour on second
degree amendments, 2 hours on first
degree amendments. 

Now, here is the way this will play: 
Unless we get unanimous consent to 
balance out the time on all amend
ments, we only have 3 hours. The first 
Senator who gets recognized and calls 
up his amendment will get the time 
under the rule. If it is a second-degree 
amendment, he will get 1 hour. That 
only leaves 2. The next Senator who 
stands up and gets recognition on his 
amendment gets 1 hour on the second
degree amendment or, if it is a first
degree amendment, he gets 2 hours. 
Those who did not get recognized and 
who still have amendments will not 
get any. 

So I will ask unanimous consent that 
the time on amendments be reduced to 
30 minutes on any amendment, with 
the time to be equally divided in ac
cordance with the rule and, Mr. Presi
dent, subject to the additional provi
sion that no budget points of order be 
waived. 

Mr. DANFORTH. Mr. President, re
serving the right to object. 

.The PRESIDING OFFICER. The 
Senator from Missouri. 

Mr. DANFORTH. Mr. President, I 
would like very much to cooperate 
with the majority leader. I will have 
an amendment which I think will be 
controversial and I am sure it will be 
contested by Senator HOLLINGS. Sever
al Senators have indicated that they 
would like to speak on my side of it. 

I do not intend to belabor the issue, 
but I do think it would take about a 
half an hour to the side. 

Mr. BYRD. Very well. That is one of 
the most controversial amendments, I 
know. 

The PRESIDING OFFICER. Is 
there objection? 

Mr. BYRD. Mr. President, I revise 
my request as follows: That there be 1 
hour on the amendment to which the 
Senator has alluded, to be equally di
vided in accordance with the rule, and 
that time on any other amendment be 
limited to 20 minutes, the time to be 
equally divided in accordance with the 
rule; and time on any debatable 
motion be limited to 10 minutes, time 
to be equally divided in accordance 
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with the usual form; and protecting all 
budget points of order. 

Mr. DANFORTH. Reserving the 
right to object. 

The PRESIDING OFFICER. The 
Senator from Missouri. 

Mr. DANFORTH. Mr. President, it 
may be that, instead of offering an 
amendment, I will instead make a 
motion to strike. So I would like it un
derstood that that would be included. 

Mr. BYRD. That would be an 
amendment. 

The PRESIDING OFFICER. Is 
there objection? 

Mr. PRESSLER. Reserving the right 
to object, do I understand a regular 
amendment would have 10 minutes on 
a side? 

Mr. DOLE. Yes. 
Mr. PRESSLER. That .is fine with 

me. 
The PRESIDING OFFICER. Are 

there objections? 
Mr. GLENN. Reserving the right to 

object, could we have some idea of 
what the amendment is about? Some 
of us are not aware of what the con
troversial amendment will be. 

Mr. DOLE. The fairness doctrine. 
Mr. DANFORTH. This is the 

amendment dealing with title I of the 
underlying bill which imposes the 
transfer fee on radio and television 
stations, codifies the fairness doctrine, 
imposes Coast Guard user fees, and 
creates a trust fund for public broad
casting. 

The PRESIDING OFFICER. With
out objection, the unanimous consent 
request is agreed to. 

Who yields time? 
Mr. BYRD. Mr. President, I yield to 

the distinguished Republican leader. 
Mr. DOLE. Mr. President, as I un

derstand it we will each yield back an 
hour at this time. 

Mr. BYRD. Yes. 
Mr. DOLE. I yield back 1 hour on 

this side. 
The PRESIDING OFFICER. The 

two leaders having each yielded back 1 
hour of their time, that leaves the re
maining time of 3 hours and 3 minutes 
remaining. 

Mr. BYRD. Mr. President, I thank 
all of our colleagues for their consider
ation and cooperation in this regard. 

I have one additional plea, and that 
is that, as you can see, there are not 
many amendments going to be adopt
ed here tonight in this package. It 
would be well if Senators could re
strain themselves from calling for roll
call votes on some of these amend
ments. Senators know the amend
ments are not going to be adopted and 
it is just going to prolong the agony. 

So if Senators would be willing to 
call up their amendments, have a voice 
vote on them, and let the Senate work 
its will that way-any Senator, of 
course, has the right to ask for the 
yeas and nays, but the yeas and nays 
take a minimum of 15 minutes. 

I ask unanimous consent that the 
time on rollcall votes be limited to 10 
minutes each. 

The PRESIDING OFFICER. Is 
there objection? Without objection, it 
is so ordered. 

Mr. BYRD. This would save a half 
an hour on three rollcalls. 

Mr. PACKWOOD. Mr. President, 
will the leader respond to a question? 

Mr. BYRD. Yes. 
Mr. PACKWOOD. If we will finish 

tonight, is it your plan to go to the CR 
tomorrow? 

Mr. BYRD. Yes. 
Mr. PACKWOOD. And hopefully 

finish tomorrow, if we can? 
Mr. BYRD. Hopefully. 
Mr. PACKWOOD. And, if not, you 

are going to go on Saturday or skip 
Saturday and go to Monday? 

Mr. BYRD. No. 
Mr. PACKWOOD. You are going to 

go Saturday on the CR? 
Mr. BYRD. Yes. I say that so that 

all Senators will understand that, in 
an effort to go home and get every
body out of town before the week of 
Christmas, which is the week after 
next, the CR has to go to conference, 
the reconciliation bill has to go to con
ference, there may be some extended 
discussions in conferences, the confer
ence reports have to come back from 
the two Houses, have to be accepted, 
sent to the President, and the Presi
dent has to have his signature on 
them before we go home or he can 
assure us he is going to sign them. 

So this means we have to be here 
Saturday and we may have to be here 
the next Saturday. But, because of the 
kind of cooperation we are getting 
here tonight, hopefully we will not 
have to be here next Saturday. And as 
soon as we have final action on these 
two measures, we are going to go 
home, whether it is Saturday, Friday, 
or Thursday. 

I hope that Senators will cooperate 
to the very greatest extent. 

Let me say this: In appreciation for 
the cooperation of Senators, the two 
leaders have decided that, if we contin
ue to get this cooperation, instead of 
coming back on the 19th of January, 
we will come back on the 25th of Janu
ary. 

I thank all Senators. 
The PRESIDING OFFICER. Are 

there any further amendments? 
The Senator from South Dakota. 

AMENDMENT NO. 12 61 

<Purpose: To clarify the recovery of excess 
cash reserved from guaranty agencies pro
vision> 
Mr. PRESSLER. Mr. President, I 

send an amendment to the desk and 
ask for its immediate consideration. 

The PRESIDING OFFICER. The 
amendment will be stated. 

The legislative clerk read as follows: 
The Senator from South Dakota [Mr. 

PRESSLER] for himself, Mr. PELL, Mr. 
WARNER, Mr. STAFFORD, Mr. TRIBLE, Mr. 

DASCHLE, Mr. MELCHER, and Mr. ROTH, pro
poses an amendment numbered 1261 to 
amendment No. 1254. 

Mr. PRESSLER. Mr. President, I ask 
unanimous consent that reading of the 
amendment be dispensed. 

The PRESIDING OFFICER. With
out objection, it is so ordered. 

The amendment is as follows: 
In section 422(e)(l) of the Higher Educa

tion Act of 1965, as added by section 610l<a> 
of the amendment, strike out "or" at the 
end of subparagraph (D), strike out the 
period at the end of subparagraph <E> and 
insert in lieu thereof a semicolon and "or", 
and add at the end thereof the following: 

"(F) the amount required to comply with 
reserve requirements and other obligations 
of contracts, as in effect on June 30, 1987.". 

Mr. PRESSLER. Mr. President, 
since coming to Congress in 1975, I 
have supported balancing the Federal 
budget. It is unfair for us to burden 
future generations of taxpayers with 
such an enormous deficit. However, I 
also believe that the cuts should be 
made across the board without elimi
nating important services. For this 
reason, I am deeply concerned about a 
provision in the budget agreement 
that would require guaranty agencies 
of the Guaranteed Student Loan Pro
gram to reduce their excess cash re
serves. I rise today to offer an amend
ment to correct this problem and 
would like to take this opportunity to 
explain it to my colleagues. 

The current summit proposal con
templates cutting the Guaranteed Stu
dent Loan Program by $250 million. 
This would be done primarily by re
quiring guaranty agencies to spend 
down or reduce their existing reserves 
to a level which is determined by one 
of five guidelines established by the 
General Accounting Office. The guar
anty agency for my State, the Educa
tion Assistance Corporation, would 
have to spend down $6,447,161 in addi
tion to $2,292,918 which it being asked 
to return as a result of the 1986 
amendments to the Higher Education 
Act would make a total return of 
$8,739,079. This would leave EAC with 
a reserve level of 0.4 percent. Current
ly, it has reserve level of 3.2 percent. 

Under the budget agreement, it ap
pears that EAC would be forced to 
stop guaranteeing loans to maintain 
its ability to meet existing legal and fi
nancial obligations. The level of re
serves provided for under this proposal 
would not permit EAC to meet its ex
isting contractual obligations with 

-lenders, which include maintaining 
minimum reserve levels, and thus 
expose itself to almost certain litiga
tion. In addition, with this reduced re
serve level, EAC would be unable to 
continue providing services to stu
dents, schools, and lenders which are 
necessary to operate a successful pro
gram. Even though EAC has managed 
to keep a low default rate and has 
been conservative in its financial oper-
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ations, it would be forced to operate 
with an inadequate reserve level. In es
sence, EAC would be penalized for its 
efficient operation of the type of pro
gram which Congress envisioned in 
the Higher Education Act. 

The Education Assistance Corpora
tion operates an exemplary program 
which provides a tremendous service 
to students, schools, and lending insti
tutions. It provides ongoing training 
and technical assistance to school fi
nancial aid officers and the loan offi
cers from the participating lending in
stitutions. Students can expect EAC to 
process their loan applications within 
24 hours. Upon inception in 1979, the 
Education Assistance Corporation was 
required by the Department of Educa
tion to put in writing a plan whereby 
EAC would assure 100 percent access 
to all eligible students. EAC has, at all 
time, kept this promise. The guaranty 
agency for my State provides many ad
dional services, and at the same time 
enjoys a low default rate. 

It also is important to note that 
services to students have improved as 
a result of the establishment of the 
Education Assistance Corporation. 
Before EAC was founded, there were 
few if any services provided to schools 
and lenders. Turn-around time for 
processing guaranteed student loans 
took at least 6 to 8 weeks. Additional
ly, the annual volume of federally in
sured student loans CFISLJ made by 
South Dakota lenders was less than 
$12 million. The limited lender partici
pation resulted from lack of support 
from the Federal Government in 
training and technical assistance, and 
from poor service. The first 9 months 
that EAC was in business, it guaran
teed over $18 million in student loans. 
EAC's annual loan volume is approxi
mately $50 million. Currently, its accu
mulative guarantee volume approxi
mately is $408 million. Additionally, 
EAC has contracts with over 200 lend
ers. For these reasons, I find it ex
tremely unfair that EAC is forced to 
comply with the proposed maximum 
reserve limitations set by GAO. 

Additionally, I want to make it clear 
that if this amendment is defeated 
under no circumstances would it ad
versely affect a guaranty agency's abil
ity to appeal to the Secretary of Edu
cation. Currently, the budget agree
ment contains an exception for guar
anty agencies required by State law to 
maintain a minimum reserve level. 
The purpose of my amendment is to 
apply the same type of exception for 
guaranty agencies required by con
tract to maintain a minimum reserve 
level. 

I do not quarrel with the current ex
ception for minimum reserve levels re
quired by State law. To the contrary, 
it makes good sense. The problem is 
that this same exception is not afford
ed to guaranty agencies which are con
tractually required to maintain a mini-

mum reserve level. Guaranty agencies 
must be permitted to maintain re
serves which will be adequate to satis
fy its contractual obligations, · which 
include minimum reserve requirement. 
Because the principle sources of 
income received by guaranty agencies 
are received at the time a loan is guar
anteed, cash reserves are required to 
not only meet current cash needs, but 
also future expenses relating to its ex
isting portfolios. Decreasing loan 
volume for example, would severely 
impact a guaranty agency's source of 
income. It would not however, de
crease its obligations as a guaranty 
agency which include making guaran
tee payments to lender providing pre
claims and other default prevention 
assistance and other loan collection ac
tivities with respect to its existing 
portfolios. Lenders must be assured 
that a guaranty agency can meet such 
future obligations with respect to ex
isting loans regardless of its ability to 
guaranty new loans. These reserves, 
like those required by State law for 
many of the State agencies, are based 
on prudent business decisions. They 
insure EAC's ability to honor its guar
antees to the participating lending in
stitutions. 

If my proposal is accepted, it is ex
pected that EAC would be able to con
tinue to honor its contracts with lend
ers. 

It still would be able to demonstrate 
to lenders its financial stability 
through its maintenance of an ade
quate reserve fund. Most importantly, 
if my proposal is accepted, the stu
dents of South Dakota would continue 
to have access to postsecondary educa
tional funding. 

Again, I rise today to express my ex
treme disapproval of the reduction in 
reserve levels for guaranty agencies as 
contemplated in the budget agreement 
package. My State is being penalized 
for operating a top-notch business. It 
has one of the lowest default rates in 
the Nation. If EAC is forced to reduce 
its Federal reserve level to 0.4 percent, 
it may stop guaranteeing loans to stu
dents. I do not think the budget agree
ment intended to decrease students' 
access to guaranteed student loans. 
However, that is what will happen if 
my proposal is not accepted. My 
amendment simply provides an excep
tion for guarantee agencies required 
by contract to maintain a minimum re
serve level. 

If this provision becomes law, the 
guaranty agencies for my State and 
others will be devastated. It appears 
that the Education Assistance Corpo
ration, which guarantees student loans 
in my State, would be forced to stop 
doing business. This would be a grave 
injustice to South Dakota students. 
So, today, I rise to express my opposi
tion to this proposal and to urge my 
colleagues to support this amendment 
which would at least protect guaranty 

agencies' contractual agreements and 
obligations with lenders. 

The PRESIDING OFFICER. Is 
there further debate? Who yields 
time? 

Mr. PRESSLER. Shall I ask for the 
yeas and nays? 

The PRESIDING OFFICER. Is 
there a sufficient second? 

Mr. CHILES. A voice vote would be 
acceptable. 

Mr. PRESSLER. Will you vote for 
it? 

Mr. CHILES. I think I might. 
Mr. PRESSLER. Mr. President, I 

think we have the votes to win this, 
very frankly. We have seven cospon
sors from a broad spectrum. If my col
leagues will accept it, I will not ask for 
a rollcall vote. 

Mr. CHILES. Does the Senator wish 
to use his remaining time? 

Mr. PRESSLER. No. 
I certainly do not wish to take the 

time of the Senate for a rollcall vote. 
Because I have seven cosponsors, I 
would have to ask for a roll call vote if 
it is not acceptable. 

Mr. CHILES. We would have to have 
a rollcall under the circumstances. 

Mr. President, the amendment by 
the Senator I think is unnecessary and 
redundant. It would add language in
structing the Secretary of Education 
to consider contractual obligations 
when determining the amount of 
excess cash a guaranty agency holds in 
reserve. The appeal process already 
provided in the student loan section of 
this bill would allow guaranty agencies 
to receive a waiver, in whole or part, 
from spend-down requirements as de
termined by the Secretary of Educa
tion. 

So, if an agency can demonstrate 
that depleting its cash reserve to a 
level determined by the Secretary 
would cause it to violate legal obliga
tions necessary to guarantee student 
loans, the appeal section would pro
vide relief. 

Now, some guaranty agencies also 
operate secondary market financial in
stitutions that compete to buy and/or 
service student loans. Secondary mar
kets issue bonds to raise capital neces
sary to purchase student loans. Some 
agencies operating secondary markets 
commit to maintaining their cash re
serves at a specified level in contracts 
with bondholders. So, what is happen
ing is the U.S. Government is losing 
interest because of these excess re
serves that are being held by the guar
anty agencies. 

In turn, some of those guaranty 
agencies are using that interest and, 
therefore, entering into the secondary 
market where they are selling or serv
icing student loans. Congress has 
never set that program up. Many 
States do not do that. This amend
ment would cost some $70 million and 
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it would make us fall short of the 
summit agreement. 

Therefore, at the proper time, I 
intend to raise the budget point of 
order and ask the Chair to rule on 
that point. 

Mr. PRESSLER. Mr. President, the 
chairman of the education subcommit
tee supports this amendment. Perhaps 
the Senator from Florida will give him 
a minute of time from his side. 

Mr. CHILES. I am happy to. 
The PRESIDING OFFICER. The 

Senator from Rhode Island. 
Mr. PELL. Mr. President, I rise in 

support of the amendment offered by 
the Senator from South Dakota, Mr. 
PRESSLER. 

I am very seriously concerned over 
the potential impact of the changes in 
the GSL Program contained in the 
leadership package. It could well 
threaten the viability of several of our 
State guaranty agencies, as well as dis
courage the participation of lenders in 
the GSL Program. 

In my own home State of Rhode 
Island, for instance, I am told that this 
provision would place our State 
agency in a very precarious position, 
and one that might eventually pull 
them under. The income the agency 
derives from its reserves is the differ
ence between the agency's ability to 
operate in the red or the black. 

This situation, as I understand it, is 
repeated in at least a dozen other 
States. The amendment proposed by 
the Senator from South Dakota would 
afford some protection for these agen
cies by adding a sixth guideline to the 
leadership proposal in this area. It 
would allow an agency to retain suffi
cient funds to meet the reserve re
quirements and other obligations of 
contracts that are already in effect. 
This would make clear that such con
tracts already negotiated and signed 
would continue in effect, thus provid
ing those States with sufficient re
serves to continue their important 
work in the GSL Program. 

I would also like to make it clear 
that whatever the outcome of the vote 
on this amendment, it will not affect 
the provisions in the leadership pack
age that enable an agency to make an 
adverse circumstances appeal to the 
Secretary of Education. 

Mr. President, I urge my collegues to 
join me in supporting the Pressler 
amendment. 

The PRESIDING OFFICER. Who 
yields time? 

Mr. DOMENIC!. Mr. President, will 
the Senator yield me 1 minute? 

Mr. CHILES. Yes. 
Mr. DOMENIC!. Mr. President, 

many of us have concerns about this 
provision but there is an appeals proc
ess built into it. It was intended to 
take care of the principal problem 
raised by the Senators who support 
the amendment. 

I think we ought to leave the amend
ment in the bill. We have time to go to 
conference. If our appeals process does 
not take care of the contractual obli
gations that States are concerned 
about, that they may have contractual 
obligations that preclude a lowering of 
the reserve, we can work it out in con
ference to make sure the appeal proc
ess gives them that assistance. I hope 
that Senate will not take this out of 
the package but will leave it in. It is 
subject to a point of order. 

Mr. WARNER. Mr. President, I have 
been advised by the Virginia State 
Education Assistance Authority of the 
devastating effect the deficit reduction 
summit agreement may have on the 
operation of the Guaranteed Student 
Loan Program in my State. 

Under the proposal recommended by 
the budget summit, student loan guar
antee agencies will be asked to spend 
down $250 million of their reserves, 
money which in my State have been 
carefully and prudently built up over 
25 years. The proposal is patently 
unfair to the Commonwealth of Vir
ginia. 

States which have been the best 
managers, those with the lowest de
fault rates, the lowest student guaran
tee fees, and the lowest Federal Gov
ernment obligations are being asked to 
sacrifice the benefits and results of 
their labors. 

Virginia, with reserves of $37.1 mil
lion, would be required to spend down 
$29.9 million, the largest payment of 
any State, amounting to 13 percent of 
the total required savings. It is incredi
ble that this burden would be placed 
on any State and, in particular, Virgin
ia, which only guarantees 1 percent of 
annual student loan volume national
ly. 

Mr. President, to further stress the 
unfairness of the proposal, let me 
share how the spend down would be 
applied. Of the 50 States, the District 
of Columbia and our territories, 50 
percent of savings would be required 
from only 10 States, D.C., and Puerto 
Rico. An additional 13 States would be 
responsible for 25 to 50 percent, and 
13 others would pay less than 25 per
cent. 

Of the remaining 15 States, no re
quirement would be made. I repeat, 15 
States would not be asked to contrib
ute to deficit reduction under educa
tion entitlements. 

Mr. President, where is the shared 
sacrifice in this proposal? Where is the 
equity? And on what grounds? 

The Higher Education Act Amend
ments of 1986 directed the General 
Accounting Office, GAO, to establish 
guidelines for the repayment of Feder
al seed money previously provided to 
the State student loan agencies. The 
Commonwealth of Virginia repaid its 
obligation in 1984. The GAO has fur
ther established the guidelines for this 
proposal, without, I might add, the 

benefit of review or comment by the 
Senate Labor and Human Resources 
Subcommittee on Education, our own 
in-house experts on the fundamental 
operation of the Guaranteed Student 
Loan Program. 

Beyond that, to my knowledge, sev
eral State agencies have tried to ascer
tain the source of GAO's standards in 
this matter. By what measure have 
they determined what minimum levels 
of reserve funding are needed? There 
has been a total disregard for contrac
tual agreements and reserves which 
may have been obligated for the back
ing of bonds. Indeed, reserve levels 
may be reduced to such a point that 
increased risk will cause lendors to 
refuse to enter into agreements. 

Mr. President, I fear that my State 
is faced with a fait accompli on this 
proposal. Alternatives presented by 
the National Governors Association 
have been regarded as unacceptable. 
The budget summit agreement has 
been an enormous effort, and I clearly 
recognize the hard work and contribu
tions of the participants. I must pro
test this provision, however, and 
strongly request that a more equitable 
solution be included if the measure ul
timately goes to conference. 

Mr. President, I rise to join as an 
original cosponsor of the amendment 
offered by my colleague from South 
Dakota, Senator PRESSLER, to prevent 
the spend-down of guaranteed student 
loan reserves below contractually 
agreed minimums. 

As I have previously stated, under 
the deficit reduction summit agree
ment, the Virginia State Education As
sistance Authority will be asked to 
contribute $29.9 million in savings, the 
largest monetary amount of any State 
and 13 percent of the total $250 mil
lion reduction required under educa
tion entitlements. 

Senator PRESSLER, with the support 
of our Education Subcommittee chair
man, Senator PELL, has developed this 
amendment to address one of the prin
cipal failings of the guaranteed stu
dent loan reserve spend-down propos
al. That problem involves the quanda
ry State agencies will be facing if re
serves are spent down below contrac
tual agreements. I am advised that the 
budget agreement does respect mini
mum reserve levels required by State 
law, but it makes no allowance for con
tractual minimums agreed upon by 
our State guarantee agencies and lend
ers. 

The State Education Assistance Au
thority of Virginia has endorsed the 
Pressler amendment as a means of 
relief from the full and, in my opinion, 
punitive effects of the spend-down 
proposal. In this way, Virginia and 
other States can honor their agree
ments with student loan lenders and 
avoid actions which would most cer
tainly be fiscally damaging and harm-
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ful to otherwise creditworthy student 
loan programs. 

I commend Senator PRESSLER for 
this timely and necessary amendment 
and encourage all of my colleagues to 
join in this effort. 

The PRESIDING OFFICER. Who 
yields time? The Senator from Florida. 

Mr. CHILES. Mr. President, I yield 
back the remainder of my time. 

Mr. President, pursuant to section 
310<d> of the Congressional Budget 
Act, I raise a point of order against the 
amendment. The adoption of the 
amendment would result in an in
crease in the deficit. 

The PRESIDING OFFICER. No 
time remains. 

The Senator from Florida has raised 
a point of order. 

The Senator from South Dakota. 
Mr. DOMENIC!. Mr. President, I 

suggest the absence of a quorum. 
The PRESIDING OFFICER. The 

clerk will call the roll. 
The legislative clerk proceeded to 

call the roll. 
Mr. PRESSLER. Mr. President, I ask 

unanimous consent that the order for 
the quorum call be rescinded. 

The PRESIDING OFFICER. With
out objection, it is so ordered. 

Mr. PRESSLER. Mr. President, I 
move to waive the Budget Act on this 
point. 

The PRESIDING OFFICER. The 
Senator from South Dakota has 
moved to waive the Budget Act. The 
motion is debatable for 10 minutes, 
equally divided. Who yields time? 

Mr. CHILES. Mr. President, I yield 
back all of my time. 

Mr. PRESSLER. Mr. President, I ask 
for the yeas and nays. 

Mr. DOMENIC!. Mr. President, I 
yield back the remainder of my time. 

The PRESIDING OFFICER. No 
time remains. The Senator from South 
Dakota has asked for the yeas and 
nays. Is there a sufficient second? 
There is a sufficient second. 

The yeas and nays were ordered. 
The PRESIDING OFFICER. The 

question is on the motion of the Sena
tor from South Dakota to waive the 
provisions of the Budget Act. The yeas 
and nays have been ordered and the 
clerk will call the roll. 

The legislative clerk called the roll. 
Mr. CRANSTON. I announce that 

the Senator from North Dakota CMr. 
BURDICK], the Senator from Arizona 
[Mr. DECONCINI], the Senator from 
Tennessee [Mr. GORE] and the Sena
tor from Illinois CMr. SIMON] are nec
essarily absent. 

Mr. SIMPSON. I announce that the 
Senator from California [Mr. WILSON] 
is necessarily absent. 

The PRESIDING OFFICER. Are 
there any other Senators in the Cham
ber desiring to vote? 

The result was announced-yeas 23, 
nays 72, as follows: 

CRollcall Vote No. 406 Leg.] 

YEAS-23 
Biden Helms Sar banes 
Chafee Kennedy Stafford 
Conrad Lugar Symms 
Danforth McClure Thurmond 
Daschle Melcher Trible 
Duren berger Pell Warner 
Glenn Pressler Weicker 
Hatch Roth 

NAYS-72 
Adams Fowler Metzenbaum 
Armstrong Garn Mikulski 
Baucus Graham Mitchell 
Bentsen Gramm Moynihan 
Bingaman Grassley Murkowski 
Bond Harkin Nickles 
Boren Hatfield Nunn 
Boschwitz Hecht Packwood 
Bradley Heflin Proxmire 
Breaux Heinz Pryor 
Bumpers Hollings Quayle 
Byrd Humphrey Reid 
Chiles Inouye Riegle 
Cochran Johnston Rockefeller 
Cohen Karnes Rudman 
Cranston Kassebaum Sanford 
D'Amato Kasten Sasser 
Dixon Kerry Shelby 
Dodd Lautenberg Simpson 
Dole Leahy Specter 
Domenici Levin Stennis 
Evans Matsunaga Stevens 
Exon McCain Wallop 
Ford McConnell Wirth 

NOT VOTING-5 
Burdick Gore Wilson 
DeConcini Simon 

The PRESIDING OFFICER. On 
rollcall No. 406, the motion to waive 
the Budget Act, the yeas are 23, the 
nays are 72. Three-fifths of the Sena
tors duly chosen and sworn not having 
voted in the affirmative, the motion is 

. not agreed to. 
Mr. CHILES. I move to reconsider 

the vote by which the motion was re
jected. 

Mr. DOMENIC!. I move to lay that 
motion of the table. 

The motion to lay on the table was 
agreed to. 

Mr. CHILES. Mr. President, if there 
is no further amendment to the lead
ership package, then I think we could 
proceed to a vote. 

The PRESIDING OFFICER. Are 
there further amendments? The Sena
tor from Montana. 

Mr. MELCHER. Mr. President, we 
have had a situation developing for 
the past several months that affects 
the senior citizens on Medicare. And it 
has to do with part B of Medicare. 

The PRESIDING OFFICER. Who 
yields to the Senator from Montana? 

The Senator from Florida? 
Mr. CHILES. Did the Senator from 

Montana propose an amendment? 
The PRESIDING OFFICER. He has 

not sent an amendment to the desk. 
Mr. CHILES. I would be happy to 

yield time to the Senator from Mon
tana. 

AMENDMENT NO. 1262 

<Purpose: To provide for a reduction in the 
medicare part B premium to prevent the 
amount of such premium from exceeding 
the maximum prescribed by law and to 
further reduce such premium by eliminat
ing amounts targeted to the contingency 
reserve fund> 
The PRESIDING OFFICER. The 

Senator from Montana. 
The Senator from Montana has sub-

mitted an amendment to the desk. 
The clerk will report. 
The legislative clerk read as follows: 
The Senator from Montana CMr. MEL

CHER] proposes an amendment numbered 
1262 to Amendment No. 1254. 

Mr. MELCHER. Mr. President, I ask 
unanimous consent that further read
ing of the amendment be dispensed 
with. 

The PRESIDING OFFICER. With
out objection, it is so ordered. 

The amendment is as follows: 
In section 4023 of the amendment, strike 

"Section" and insert in lieu thereof "(a) IN 
GENERAL.-Section" and add at the end 
thereof the following new subsection: 

Cb) ADJUSTMENTS IN PREMIUM.-Notwith
standing any other provisions of law, the 
Secretary of Health and Human Services 
shall, not later than April 1, 1988-

( 1) reduce <in accordance with section 
1839(e) of the Social Security Act) the 
amount of the premium under part B of 
title XVIII of such Act, otherwise in effect 
for 1988, to reflect the total amount of re
ductions in the benefits payable under such 
part for such year occurring by reasons of 
the amendments made by this Act; and 

(2) further reduce such premium by an 
amount equal to the difference between the 
amount of such premium (as reduced by 
paragraph (1)) and the amount of such pre
mium <as so reduced) if established without 
regard to amounts allocated to the contin
gency reserve fund. 

The PRESIDING OFFICER. The 
Senate will be in order. Those who do 
not have business on the floor will 
please adjourn to the cloakroom. 

The Senator from Montana. 
Mr. MELCHER. Mr. President, 

under current law those on Medicare 
for part B are faced beginning Janu
ary 1 with an increase in Medicare cost 
of $6.90 per month. That is almost $7 
per month. That announcement was 
made at the end of September. 

Since that time, older Americans on 
fixed incomes and very modest in
comes have been alarmed. It is a case 
of too much at one time. Prior to this, 
the increases in Medicare have been 
rather modest amounts, at least com
pared to this for part B costs. 

The Aging Committee hearing we 
held in November found that the $6.90 
increase per month would cause some 
elderly to choose between other neces
sities and paying the additional 
charge. 

The amendment I have sent to the 
desk would reduce the charges by ap
proximately $2.40 per month. That 
still leaves a substantial increase for 
the elderly, $4.50 a month. Keep in 
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mind that the reconciliation package 
before us reduces part B expenditures 
by a total of about $500 million. Since 
25 percent of the part B program is 
paid for by beneficiaries, I feel there 
should be a proportional reduction for 
beneficiaries when Federal expendi
tures are reduced. So, about 40 cents 
of the reduction would come from the 
proportional reduction in costs to 
beneficiaries. 

The other $2 per month premium re
duction simply comes out of the con
tingency portion of the part B Medi
care Trust Fund. 

I do not argue that it is not essential 
to build up the contingency portion of 
the part B fund. I am just arguing at 
this stage that this should be foregone 
for the time being until part B costs 
can be reduced. 

Even under my amendment, the el
derly would have to pay for an almost 
$5 per month increase in their month
ly part B premium. There are plenty 
of elderly, I suppose, who are affluent 
and can easily pay for this increase. 
But our findings in the committee 
have shown that the great majority of 
the elderly are living on incomes rang
ing from $400 to $800 per month. 
When you are living on that type of 
income per month, an extra cost of $5 
a month collected by Uncle Sam is a 
pretty big chunk out of your pocket
book. 

So, Mr. President, and my col
leagues, what I am asking here is a 
little understanding and a little com
passion for the elderly who are 
strapped into a position of fixed 
income and who must maintain their 
part B Medicare coverage. Have some 
consideration for them, have some 
fairness, and let's not permit this 
much of an escalation in their month
ly premiums. 

I wish we could do more. I am sure 
there will be many on the floor who 
say we should not do even this much. I 
do not believe that anybody should be 
so pressed to pay for their Medicare 
part B premiums that they then will 
have to give up adequate nutrition or 
forego the few little pleasures that 
they might have in their retirement. 

So I ask that you consider the 
amendment and make it part of the 
package. 

Mr. BUMPERS. Mr. President, will 
the Senator yield for a question? 

The PRESIDING OFFICER. Who 
yields time? 

Mr. MELCHER. Yes. I am delighted 
to yield. 

Mr. BENTSEN addressed the Chair. 
Mr. BUMPERS. I would like to ask a 

question. 
The PRESIDING OFFICER. The 

Senator from Texas is withholding 
time. 

Mr. BENTSEN. I yield 5 minutes to 
myself. 

Mr. BUMPERS. Mr. President, the 
Senator from Montana controls the 

time on his amendment. He just yield
ed to me for a question on his time. 

Mr. BENTSEN. I defer to the distin
guished Senator. 

The PRESIDING OFFICER. I 
thought the Senator from Arkansas 
was asking for recognition. Was he 
asking for recognition for a question? 

The Senator from Arkansas. 
Mr. BENTSEN. I am delighted to 

def er to the Senator from Arkansas. 
Mr. BUMPERS. I have just a quick 

question, if the Senator will indulge 
me. I wanted to ask the Senator from 
Montana to make sure I understand 
this. Is this 25 percent less $1.90? 

Is that what it amounts to? 
Mr. MELCHER. Under part B the 

people on Medicare must pay 25 per
cent of the cost of part B. The Treas
ury pays the other 75 percent. The 
$6.90 increase that the people on Med
icare must pay comes out of their own 
pocket. 

Mr. BUMPERS. Is the $6.90 a part 
of the 25 percent? They pay a maxi
mum of 25 percent? 

Mr. MELCHER. That is right. 
Mr. BUMPERS. $6.90 is an increase 

this year? 
Mr. MELCHER. $6.90 is the increase 

for the premium beginning in Janu
ary. Under current law the $17 .90 that 
Medicare beneficiaries now pay will in
crease to $24.80 in January. 

Mr. BUMPERS. So your amendment 
is just simply a $1.90 reduction from 
the 25 percent, whatever that is? 

Mr. MELCHER. That is right. 
Mr. BUMPERS. Is this just a reduc

tion that comes out of the Social Secu
rity Trust Fund? 

Mr. MELCHER. It would just mean 
that the part B trust fund would not 
build up as rapidly. There is about $6 
billion in the trust fund at this time. 
The law requires that you build that 
up, implement that in establishing the 
$6.90. 

I am just saying that is too big a bite 
at one time, and we should hold it to 
five, and the contingency fund will not 
build up. 

Mr. BUMPERS. How much does the 
Senator's amendment cost? 

Mr. MELCHER. About $464 mil
lion-in that neighborhood. 

Mr. BUMPERS. I thank the Sena
tor. 

Mr. BENTSEN. Mr. President, I 
yield myself 5 minutes. 

Mr. President, I am sympathetic to 
the issue raised by the Senator from 
Montana. An increase in the Medicare 
premium of 38.5 percent is an enor
mous increase, and I understand the 
burden it creates. 

However, such an increase is not out 
of line with what has happened in 
other health services, for example, 
with Federal employees there was a 
40-percent increase. 

One of the reasons for this is that 
the contingency fund was used in the 
past to reduce this year's premium, 

but the actuaries did not anticipate 
the kind of increase that occurred in 
physicians' services during 1987. When 
the premium for 1988 was calculated, 
there was not as much money avail
able in the reserves as had originally 
been projected so it was necessary to 
increase the premium by an unprece
dented 38 percent. 

Severely reducing the contingency 
fund would get us into the same kind 
of trap again. So I must strongly resist 
the amendment. 

The CBO figures we have on this 
proposed state that will cost over a 
half-billion dollars a year, and obvious
ly it violates the summit agreement 
and violates the requirements of the 
budget. Of course, it is subject to a 
point of order. 

I want to assure the distinguished 
Senator that when we go into the con
ference, I will be pleased to see what 
we can do to buy the premium down 
some. We will work with the House 
conferees, to the extent we can be
cause it is my objective, just as it is 
his, to protect the elderly and disabled 
from abrupt increases in the Medicare 
premium. But I want to be sure that 
we do not violate the budget require
ments. I would commit to try to re
strain the premium increase, if the 
Senator would withdraw his amend
ment. Otherwise, I will have to make a 
point of order. 

Mr. MELCHER. Mr. President, will 
the chairman yield to me, to respond? 

Mr. BENTSEN. I yield on the Sena
tor's time. 

The PRESIDING OFFICER. The 
Senator from Montana is recognized 
for 41 seconds. 

Mr. BENTSEN. How much time do I 
have? 

The PRESIDING OFFICER. Seven 
minutes and fifty-nine seconds. 

Mr. BENTSEN. I yield a couple of 
minutes to the Senator. 

Mr. MELCHER. I thank the Senator 
for his graciousness and for his com
ments. 

I well realize that the chairman and 
the rest of us in this Chamber are 
alarmed at the 38.5-percent increase. 
That is a pretty steep climb for 1 year. 

With the understanding that the 
chairman will attempt in conference 
to get a reduction, I withdraw my 
amendment. I commend the chairman 
for his comments, and I know of his 
willingness to work on this. 

The PRESIDING OFFICER. The 
Senator has withdrawn his amend
ment. 

Mr. BENTSEN. Mr. President, I 
thank the distinguished Senator from 
Montana for his cooperation, and 
assure him that we will do all we can. I 
understand what an extreme increase 
that is, and whatever we can accom
plish in a responsible way, we will try 
to do it. 
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Mr. MELCHER. I thank the chair
man. 

Mr. BENTSEN. Mr. President, I 
yield back the remainder of my time. 

Mr. MELCHER. Mr. President, I 
would like to take a few moments to 
express my concerns about the budget 
reconciliation bill we will be asked to 
vote on tonight. My concerns reflect 
the concerns of millions of this Na
tion's finest citizens-its elderly. 

In their youth, it was their idealism, 
their determination and their sweat 
that helped make this country the 
great Nation it is today. When their 
country called, they answered. 

But now, in their retirement years, 
they are calling out to their nation. 
And the question is: Will their nation 
answer? 

Quite simply, the cost of growing old 
is soaring. Many of our elderly are 
being flattened financially by the costs 
of growing old-costs like prescription 
drugs, doctor bills, basic services, and 
even funerals. 

These fine folks aren't demanding 
handouts. Rather, they simply are 
seeking minimal assistance to live out 
their lives with quiet dignity and in 
good health. 

The special Committee on Aging has 
been working toward that goal on a 
number of fronts this year. And many 
of those areas are addressed in this 
reconciliation bill. I'd like to outline a 
few of them. 

HOME HEALTH CARE 

During two hearings by the Special 
Committee on Aging into home
health-care services for the elderly, we 
found that quality assurance is virtu
ally nonexistent under the various 
Federal programs that provide for 
home care services. In addition, the 
fragmentation of funding sources re
sults in a fragmentation of services. 

The distressing result is that those 
who need home care services the most 
frequently are the least able to obtain 
it. 

In a few weeks, the committee will 
publish a report on access to and qual
ity of home care. And I'm happy to 
note that several of the problems de
tailed in the report are addressed in 
this reconciliation bill. 

One problem we identify in the 
report is that there currently is no
where for a home care client to turn to 
report poor or abusive care. That will 
change under the reconciliation bill. It 
provides for a toll-free hotline and in
vestigative unit so home care clients 
and their families can check on the 
rating of a Medicare certified home 
care agency, make inquiries or file 
complaints. 

Another problem we found centers 
around the "conditions of compliance" 
that home health agencies must meet 
if they want to be paid under the Med
icare and Medicaid programs. Too fre
quently, the committee found only 

paper compliance with these condi
tions. 

The reconciliation bill expands the 
current conditions of participation 
with several new requirements, includ
ing: 

Protection and promotion of a "Pa
tient Bill of Rights." 

Requiring home-health agencies to 
notify State licensing agencies regard
ing certain hiring decisions and any 
changes of ownership. 

Training programs must meet cer
tain minimum standards. 

Inclusion of a home-care plan in a 
patient's clinical record. 

In addition, the reconciliation bill re
quires a survey of each participating 
home health agency with 15 months 
to evaluate the quality of care and de
termine how well the agency is observ
ing the patient bill of rights. 

Historically, home-health agencies 
that haven't met the Medicare condi
tions of participation simply were ter
minated. I'm not convinced that is the 
proper course of action in all cases. 
And the reconciliation bill reflects this 
thinking by providing for intermediate 
sanctions to give these agencies the 
opportunity to correct their deficien
cies, get their house in order and get 
back into compliance. 

This reconciliation bill provides sev
eral additional steps to help solve 
some of the many problems surround
ing the home-health-care industry. 
And I commend the leadership of the 
Budget and Finance Committees for 
their fine work in including these im
portant requirements. 

NURSING HOME QUALITY 

The Special Committee on Aging 
has had an active and longstanding 
oversight role regarding nursing home 
conditions and quality. This reconcilia
tion bill makes some major revisions in 
the area of nursing homes to improve 
quality of care and residents' rights. 
This legislation also corrects major 
gaps in the standards for nursing 
home regulation that had allowed too 
many marginal and substandard nurs
ing homes to continue operating. 

Under this bill, staffing require
ments for nurses and social workers 
have been upgraded. And standards 
will be established for programs to 
train and test nurses' aides. This is an 
absolute must. It is difficult, if not im
possible, to assure safe and proper 
care of nursing home residents with
out the proper training of those who 
provide most of the basic, direct care. 

Elderly nursing home residents are 
individuals-each with unique physi
cal, mental, and social problems. 
Under the reconciliation bill, more ac
curate assessments of each resident's 
problems and treatment needs would 
be required on admission and at least 
annually afterward. Likewise, all 
States would be required to screen 
mentally ill and retarded individuals 
before admission to determine if they 

need nursing home care or another 
more appropriate type of care. 

I am pleased that the committee has 
amended this provision to exclude 
from this screening requirement per
sons with Alzheimer's disease or relat
ed disorders. 

Although many States already have 
such assessment and screening sys
tems in place, a national standard 
should help assure that all of our Na
tion's nursing home residents will be 
provided higher quality care. 

To insure that a nursing home is 
providing quality care, this bill will 
add muscle to the process by Which 
States survey facilities. Those facilities 
in which the health and safety of resi
dents were found to be in danger 
could, as under current law, lose their 
Medicare accreditation. Those facili
ties found to be below standards, but 
in which life and limb were not in 
danger, would be subject to intermedi
ate sanctions, such as fines, onsite 
monitoring or reduced or withheld 
payments. The sanctions would be 
lifted when the problem areas were 
corrected. 

This will allow problems to be cor
rected without forcing nursing homes 
to shut down and thereby disrupt the 
care of its residents. It also will help 
States get tougher against facilities 
that are chronically substandard. 

MEDICARE APPEALS-ADMINISTRATIVE LAW 

JUDGES 

This legislation also contains a pro
vision that prohibits the Secretary of 
Health and Human Services and the 
Health Care Financing Administration 
from changing the procedures for 
Medicare appeals before administra
tive law judges. This prohibition will 
remain in place until the Secretary of 
HHS and the Comptroller General 
report to Congress on the implications 
these changes will bring about. 

Last year's Budget Reconciliation 
Act gave Medicare part B beneficiaries 
the right to a hearing in front of an 
administrative law judge when the 
amount in question is more than $500. 
However, I have learned that HCFA, 
in implementing this provision, is re
quiring beneficiaries to first go 
through an appeals process with the 
insurance carrier before they are enti
tled to the hearing before the adminis
trative law judge. This clearly is not 
what the Congress intended. 

In addition, HCF A wants to estab
lish a separate administrative law 
judge corps to be headquartered in 
Baltimore. And it wants to hold hear
ings by telephone. 

Without a doubt, we need to have 
more information before HCFA is al
lowed to proceed with its plan. And I'd 
like to have some assurances from the 
Secretary and HCF A that Medicare 
beneficiaries aren't going to be steam
rollered in this process. 
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For this reason, my distinguished 

colleague from Tennessee, Senator 
JAMES SASSER, and I have introduced 
the Medicare Appeal Rights Preserva
tion Act of 1987. This bill, S. 1857, 
would require the Comptroller Gener
al, in consultation with the Secretary 
of HHS, to study the feasibility of the 
HCF A proposal of conducting appeals 
hearing by telephone. And the Comp
troller would be required to report his 
findings to Congress within 6 months. 

In our legislation, Senator SASSER 
and I want the Comptroller to pay 
particular attention to several issues: 

First, the feasibility of conducting 
telephone hearings, the difficulties 
they impose on Medicare beneficiaries 
and the extent to which they have 
been used under Medicare and other 
Federal entitlement programs. 

Second, the feasibility of establish
ing a separate corps of administrative 
law judges for Medicare outside the 
Social Security Administration, to 
which they currently report. 

Third, the cost of carrier hearings 
compared with the cost of face-to-face 
hearings. 

And finally, whether hearings under 
part B in which the amount in ques
tion is more than $500 could be han
dled more appropriately, efficiently, 
and fairly by requiring either a hear
ing before the carrier as a precondi
tion of a hearing before an administra
tive law judge or conducting either 
hearing by telephone. 

Once Congress gets this information, 
we will be in position to decide wheth
er HCF A should go ahead with its pro
posal or study alternatives that are 
more cost effective and more feasible. 
Above all, it will give us the inf orma
tion we need to insure the due process 
rights of Medicare beneficiaries are 
protected. 

PERSONAL-NEEDS ALLOWANCE 

On August 7 of this year, my. good 
friend from Arkansas, Senator DAVID 
PRYOR, and I introduced S. 1635, a bill 
called the SSI Improvements Amend
ments of 1987. The reason we intro
duced the bill was because it was obvi
ous to us that the Supplemental Secu
rity Income Program is not adequately 
meeting the needs of the poor elderly, 
the blind, and the disabled. 

I am extremely pleased that the Fi
nance Committee has agreed with us 
and seen fit to include a number of the 
provisions of S. 1635 in its budget rec
onciliation package. 

Among the most important of those 
is a provision to increase the personal 
needs allowance for nursing home resi
dents. The personal needs allowance is 
relied upon heavily by nursing home 
residents for small items not covered 
by Medicaid. These include such basics 
as toiletries, postage stamps, clothing, 
shoes, bus fair, and telephone service. 

Seventeen years ago, back when the 
personal needs allowance was devel
oped, the payment levels were set at 

$25 a month for an individual and $50 
a month for a couple. Surprisingly, it's 
stayed at those levels ever since. The 
reconciliation bill would increase the 
personal needs allowance to $30 for an 
individual and $60 for a couple. And 
even though this improvement isn't as 
great as Senator PRYOR and I would 
hope, it nonetheless is a good start. 

Another provision of this bill will 
help those who are temporarily insti
tutionalized maintain their SSI eligi
bility. Under current law, if an SSI re
cipient is admitted to a Medicaid insti
tution even for a few days, his or her 
benefit for that entire month is re
duced to the level of the personal 
needs allowance. This cut in income 
makes it extremely difficult for a 
person to maintain his or her home. 

That possibility would be eased 
under a provision in the reconciliation 
bill which would retain full monthly 
benefits for those who enter Medicaid 
facilities for temporary stays. 

Another important item in the bill 
provides for the permanent exemption 
of inkind assistance from consider
ation as income under SSI and aid to 
families with dependent children. This 
is the same issue that produced an 
enormous outcry of protest in October 
when the Reagan administration an
nounced a policy which would have re
duced benefits for the elderly, blind 
and disabled who receive free food, 
shelter, clothing, and other donations 
from charitable organizations. 

Although the administration tempo
rarily has reversed its policy, this re
versal will last only for a few more 
months. And while the Senate already 
has passed legislation to permanently 
extend the exemption, this legislation 
hasn't yet been passed by the House. 
The House reconciliation bill, howev
er, does include a provision identical to 
the protection in the bill before us 
today. 

Other provisions of S. 1635 which 
have been incorporated into the recon
ciliation bill would: 

Increase the advance payments to el
igible persons who are faced with an 
emergency. 

Lengthen the period of time during 
which otherwise eligible individuals re
siding in public emergency shelters 
can continue to receive SSI benefits. 

Require that blind recipients be sent 
a special notice of any action taken or 
proposed with respect to their benefits 
under the SSI Program. 

While not all of the provisions incor
porated into the reconciliation bill are 
as far reaching as those Senator 
PRYOR and I originally proposed, we 
still are heartened and commend the 
Finance Committee for incorporating 
as much as it has. The changes are 
decent, fair, and sensible, and they 
represent a move in the right direc
tion. They not only will increase the 
fairness of the SSI Program in the 
short term, but also can be built upon 

in the future. And they will help 
ensure that disadvantaged individuals 
are not denied vital assistance. 

RURAL HEALTH 

Many of our elderly continue to live 
in isolated rural areas and small towns 
and often have transportation prob
lems, so getting to their doctor or to a 
hospital is vital. I am glad to see the 
many provisions in the reconciliation 
package designed to bolster small hos
pitals, clinics, and physicians in rural 
areas. 

A key item in encouraging physi
cians to practice in rural, underserved 
areas is the 5-percent bonus for physi
cian services on claims for which Medi
care assignment is accepted. This is a 
small first step in what I hope will be 
a continuing effort by Congress to 
begin building more equity into Medi
care physician reimbursement by in
creasing payments to rural doctors 
who traditionally have been paid 
much less than those in urban areas. 

The 3.6-percent increase for primary 
services, including office visits, home 
visits, nursing home visits, and emer
gency room visits also is an indirect 
boost to rural physicians who are more 
likely to be the family and general 
practitioners the elderly use the most. 

With so many of our small rural hos
pitals barely surviving financially or 
on the brink of closure, the 3. 7-percent 
increase to rural hospitals for prospec
tive payment system services in 1988 
should help keep more of these hospi
tals open and accessible to our rural 
elderly. 

Likewise, other provisions designed 
for immediate and longer range pro
tection and stabilization of rural hos
pitals, including sole community hos
pitals and rural referral centers, could 
be the continuing lifeline for rural 
health care. 

The groundwork for a more rational 
determination of future payment in
creases and changes needed in the 
system will be established through a 
number of steps. These include ex
tending the protection for interim cap
ital costs and payment adjustments 
for sole community hospitals, and 
then requiring the Prospective Pay
ment Assessment Commission 
[ProPACl to make recommendations 
on the separate urban and rural hospi
tal payment system while mandating 
the Secretary of the Department of 
Health and Human Services to develop 
a data base for rural hospitals. 

In addition, the establishment of 
permanent authority for an Office of 
Rural Health within the Department 
of Health and Human Services is reas
suring to many of us in Congress who 
represent largely rural areas. We can 
be hopeful that the Secretary of HHS 
will get the information and advice 
needed on the particular effects of 
current policies and proposed changes 
in Medicare and Medicaid relating to 
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the financial viability of rural hospi
tals and residents access to health 
care. 

This office also will provide rural 
health care coordination and clearing
house functions within HHS and 
across Federal departments. If used ef
fectively, this office could provide the 
vital focus needed by the administra
tion, Congress, and rural constituents 
to assure a rational and reachable 
health care system in our Nation's 
remote areas. 

The PRESIDING OFFICER. Are 
there amendments? 
AGRICULTURE TITLE OF BUDGET RECONCILIATION 

BILL 

Mr. LEAHY. Mr. President, earlier 
this year, the Agriculture Committee 
was given budget reconciliation in
structions which required savings to
taling $1.33 billion from the level of 
spending expected as of January 1987. 
Reductions in the amount of spending 
expected for the 1988 through 1990 
fiscal years were required to total 
$5.838 billion. In addition, the commit
tee was instructed to raise revenues of 
$7 .2 billion through the prepayment 
of Rural Electrification Administra
tion loans. 

The Agriculture Committee met 
those original targets. However, scored 
against more recent spending esti
mates, the original committee propos
als did not have the effect of reducing 
the Federal deficit. 

Mr. President, between January and 
August of this year, projected costs as
sociated with agriculture declined by 
$9 billion over fiscal years 1988-90. 
These savings were due, in large meas
ure to programs contained in the 1985 
farm bill. In essence, the Agriculture 
Committee was not given credit by the 
budget process for programs which are 
working, programs which are reducing 
costs, programs which recognize the 
long-term nature of agriculture, pro
grams which are beginning to restore 
some health to agriculture. 

The reductions in agriculture spend
ing called for in all of the deficit re
duction proposals before this body 
today are in addition to that statutori
ly mandated reduction. 

As the result of the so-called budget 
summit, a meeting between congres
sional leaders and the administration, 
and at the request of the leadership, 
the committee has now drafted new 
proposals that provide for a reduction 
in agriculture spending of approxi
mately $2.5 billion according to cur
rent estimates of Federal expenditures 
for fiscal years 1988 and 1989, and 
about $60 million in fiscal year 1990. 
Relative to projections of agricultural 
spending made in January of this year, 
the cost of the agricultural programs 
will now decline by more than $8.9 bil
lion in fiscal years 1988 and 1989 
alone. 

The agriculture title of this budget 
package provides for changes in five 

main farm program areas in order to 
achieve the requested savings. Income 
support levels are reduced, acreage re
duction programs for feed grains are 
increased, a whole base bid diversion 
program that will take additional 
acres out of production is implement
ed, and price support loan levels are 
adjusted, and revenue is generated 
through the prepayment of Rural 
Electrification Administration loans. 

Mr. President, this package is going 
to cause pain to our Nation's farmers. 
This package will in all likelihood 
reduce their net farm income for the 
1988 crop year. We made every effort 
to keep these cuts at a minimal level. 
But this Nation's farmers will get cut. 

This is not the package I would have 
had the committee recommend; I don't 
believe it is the package that Senator 
LUGAR, the ranking minority member 
on the committee would have liked to 
submit. I don't know that any Senator 
on the committee likes every aspect of 
this package. I believe, however, that 
we have drafted a proposal that a ma
jority of the Agriculture Committee 
can support. 

I hope the Senate will support this 
package, but I will stress that our 
work does not end here. We will ap-· 
proach the conference with the House 
on this issue with a single-minded de
termination. With their cooperation, 
the final agriculture package will be 
one that accomplishes the budgetary 
savings required in a reasonable and 
sensible manner. 

Mr. DURENBERGER. Mr. Presi
dent, today we will consider the bipar
tisan budget package that has been de
veloped in conjunction with the Presi
dent and the House and Senate leader
ship. Although this is far from a per
fect package, it represents a fair com
promise that I am willing to support. 

As part of this package, the Senate 
Finance Committee fulfilled the com
mitment made at the budget summit 
to come up with a 2-year $23 billion 
package of tax increases as part of the 
$76 billion deficit reduction agree
ment. 

The tax package ensures that next 
year's individual income tax rate cuts 
will go into effect on time. This main
tains the commitment on tax rates 
that Congress and the President made 
to the American people last year. In 
order to fulfill that commitment, I 
fought against a proposal that would 
have extended the Medicare payroll 
tax to all earnings. I am pleased that 
the committee dropped that proposal. 

I would be remiss however, if I did 
not point out that the tax package 
does not remedy many of the egre
gious mistakes that we made in the 
1986 tax reform bill. The chairman of 
the Ways and Means Committee has 
made it impossible for us to pass this 
deficit reduction package along with a 
600-page technical corrections bill 

within the 3-week time period remain
ing this year. 

There are many tax provisions that I 
believe should have been included in 
this package. However, the committee 
faced the difficult choice of either 
adopting a clean stripped-down reve
nue bill, or risking the possibility that 
if it included certain revenue-losing 
provisions, the whole budget package 
would fall apart. 

In my view, the committee made the 
correct choice in adopting a clean rev
enue bill. Had the committee failed to 
come up with a package, I think we 
would have risked throwing the 
world's markets into chaos. If we do 
not pass the budget package quickly, I 
think we run a serious risk of demon
strating a failure of congressional 
leadership that could damage our 
credibility in world financial markets. 

Mr. President, this package is an 
achievement for which the distin
guished chairman of the Finance Com
mittee, Senator BENTSEN, deserves 
enormous credit. In spite of the very 
stressful and demanding budget deficit 
environment and weeks of tough nego
tiations, the leadership and the Fi
nance Committee were able to pre
serve several basic principles in the 
package; make important public policy 
changes, while, at the same time, in
cluding provisions that would actually 
fund modest new programs. 

The first principle the committee 
preserved was that there must be a 
higher operating cost update for rural 
hospitals. Since the beginning of the 
prospective payment system, rural 
hospitals have been paid less than 
their urban counterparts. This unfair 
payment system has contributed to 
their overall economic frailty. As all of 
us who represent rural America know, 
this part of America is still trying to 
recover from economic devastation. 

Rural hospitals have had no other 
funds to fall back on to compensate 
for declining revenues, a shrinking tax 
base and changes in medical practices 
patterns. Their problems in some 
areas have reached crisis proportions. 
While we may not be able, or want, to 
keep open every hospital in America, 
we have an obligation and duty to pre
serve access to health care, especially 
in rural areas where a hospital may be 
the only access point. Without these 
facilities, life and limb are literally at 
risk. We cannot let that happen. This 
agreement helps to protect health 
care in rural America and this Senator 
is proud to be a part of that effort. 

The second principle that the com
mittee incorporated in this agreement 
is that policy changes are needed and 
we cannot let the burden of deficit re
duction demands stop the Congress 
entirely from making programmatic 
and policy changes that are essential 
to continually improve Medicare and 
Medicaid. For example, this legislation 
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includes a small rural hospital transi
tion grants program that is aimed at 
some of the same rural problems de
scribed earlier. 

The grant program would assist 
small rural hospitals in reviewing and 
assessing their services, in comparison 
to the community's needs, and help 
them revise their programs to more 
closely match the area's requirements. 
This will ultimately save Medicare 
money and improve the quality of 
service by making certain that key 
services are available, while unneeded 
ones are retired or consolidated with 
other health units. 

There are also important expansions 
in Medicaid for covering low income 
children and pregnant women-an es
sential national investment-as well as 
great improvements in nursing home 
quality. In addition, of particular im
portance and urgency to this Senator, 
are beneficiary protections that will 
ensure that Medicare beneficiaries 
who choose HMO's will be protected 
from disenrollment and from being 
left without coverage if an HMO drops 
its risk contract. 

The third principle the committee 
preserved was that providers under 
the Medicare Program who have had 
low fees for many years would not 
have their fees reduced at all, or to 
the same extent as providers whose 
Medicare fees are above the national 
median. This is an important issue of 
equity in the Medicare Program, 
where all reimbursement, which was 
designed originally to follow physician 
usual and customary payment pat
terns throughout the country, has re
peated all of the inequities that exist
ed at the beginning of the Medicare 
Program. Since the moderate fee phy
sicians-many of whom are in rural 
areas-have in effect been undercom
pensated, relative to their peers for 
years, it seems particularly unfair to 
compound the inequities by cutting 
them by the same proportion as their 
better compensated colleagues. 

There are many other very critical 
provisions in this agreement, which 
deserve mention, but time is limited. It 
is worth repeating that the leadership 
deserves the admiration of all Sena
tors for the achievements represented 
here. The agreement is responsible, 
meets deficit reduction targets and 
makes needed social progress in some 
policies and programs. I urge my col
leagues to support it. 

TITLE VII-VETERANS' PROGRAMS 

Mr. CRANSTON. Mr. President, as 
Chairman of the Veterans' Affairs 
Committee, I have submitted to the 
distinguished chairman of the Budget 
Committee [Mr. CHILES], by a letter 
dated December 3, 1987, three provi
sions to achieve savings in accordance 
with the summit agreement on deficit 
reduction. These provisions, included 
as title VII of the pending leadership 
package, are as follows: 

WITHOUT-RECOURSE SALES OF VENDEE LOANS 

First, the provision in section 2 of 
the recently enacted Public Law 100-
136 which restricts the VA from sell
ing vendee loans without recourse for 
less than the unpaid balance of the 
loan, that is, for 100 percent of par 
value, would be repealed. 

Buyers of VA-acquired properties 
have two options available with re
spect to financing such purchases. 
They can pay cash-which they usual
ly will obtain through a loan from a 
conventional lender-or, if they qual
ify under the V A's credit-underwriting 
criteria, the VA will finance the trans
action and accept the buyer's promis
sory note-known as a "vendee loan." 
For the VA to sell a loan "with re
course" means that the sales agree
ment includes the V A's promise in the 
event of default to buy the loan back 
for an amount equal to the outstand
ing balance. 

A provision to repeal section 2 was 
also included as section 405 of S. 9, the 
"Omnibus Veterans' Benefits and 
Services Improvements Act of 1987", 
as agreed to by the Senate on Decem
ber 4 and passed in the form of an 
amendment in the nature of a substi
tute for H.R. 2616. 

S. 1691, which was enacted as Public 
Law 100-136, was introduced by Sena
tor MURKOWSKI and myself on Sep
tember 16 in order to provide 90-day 
extensions of two provisions-the 1-
percent loan fee and the provisions of 
section 1816(c) of title 38 establishing 
the "no-bid formula" for determining 
whether the VA acquires, or does not 
acquire, at a liquidation sale the prop
erty securing a VA-guaranteed loan 
that is in default-which had Septem
ber 30, 1987, sunset dates established 
in section 2512(c)(2) of the Deficit Re
duction Act of 1984 (Public Law 98-
369). 

Mr. President, S. 1691 was intro
duced as an interim measure, pending 
enactment of a comprehensive home 
loan bill, for the purpose of preventing 
a substantial hiatus in the collection 
of the fee, which both would have 
been inequitable to those required to 
pay the fee before and after the hiatus 
and would have jeopardized the sol
vency of the V A's loan guaranty re
volving fund [LGRFl. Such a compre
hensive bill has now been approved by 
the Congress, a compromise agree
ment on S. 1801/H.R. 2672, the "Vet
erans Home Loan Program Improve
ments and Property Rehabilitation 
Act of 1987", which was approved by 
the House on November 17 and the 
Senate on December 4 and is now 
awaiting the President's signature. 
Without the fee, there would be a 
need for additional appropriations
currently about $20 million per 
month-to pay the claims of the hold
ers of defaulted VA-guaranteed loans. 

On October 1, 1987-the day after 
the fee and no-bid provisions had ex-

pired-the House passed an amended 
version of S. 1691. The House-passed 
version provided, in lieu of the 90-day 
extension, a 46-day extension through 
November 15, 1987. It also contained a 
provision to prohibit the VA perma
nently from selling vendee loans with
out a repurchase agreement which 
would make the VA ultimately liable 
for a subsequent default by the new 
purchaser, that is, without recourse, 
unless such loans are sold for par 
value. The House committee leader
ship, during debate on S. 1691, indicat
ed that if the short-term extension of 
the fee were not enacted they would 
not agree to reinstate it. 

Although we were very reluctant to 
accept this House amendment, Sena
tor MURKOWSKI, our committee's 
ranking minority member and I, 
reached the conclusion that it was nec
essary to do so in order to keep the 1-
percent fee alive and perserve the sol
vency of the LGRF, which secures 
home loan guaranties. The Senate 
concurred in the House amendments 
on October 1, 1987. The President ulti
mately signed the bill on the last 
day-October 16, 1987. During this 
delay, the VA's LGRF lost approxi
mately $10 million. 

If the House provision had simply 
ensured that nonrecourse sales could 
be made only if the VA obtains fair 
value for the loans, I could probably 
have endorsed it. However, as I indi
cated when the Senate reluctantly ac
cepted the amendment on October 1-
in my statement beginning on page 
S13344 of the RECORD-I believe that it 
went too far in a number of respects. 

The House provision has the effect 
of prohibiting the VA from selling 
vendee loans without-recourse. I do 
not believe such a permanent and rigid 
limitation on without-recourse sales is 
good public policy. There is nothing 
wrong with a without-recourse sale as 
long as the sale price of the loan is not 
greatly discounted from what the 
price would be if the loan were sold 
"with recourse". 

Although I do not agree that an ab
solute prohibition of without-recourse 
sales is desirable, I certainly do share 
the House's concern that the LGRF 
must be protected against the adminis
tration's attempt to provide quick cash 
for one-time reductions of the budget 
deficit at the expense of the home 
loan program and the veterans who 
benefit from it and to use without-re
course sales as a means of privatizing 
the program. 

It may be that, regardless of the 
marketing strategies used, the VA 
would be able to sell vendee loans 
without recourse only at unacceptable 
discounts. However, I do not believe 
that has been demonstrated solely on 
the basis of the V A's first attempt at 
such a sale. Rather, the VA-perhaps 
with the assistance of independent fi-
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nancial consultants familiar with such 
loans sales-needs to develop improved 
marketing strategies to carry out a 
fair test of the viability of such sales. 
Perhaps such methods as overcollater
alizing loan sales or reinsuring them 
privately-both forms of recourse that 
may be less costly-should be tried by 
the VA as they were recently tried by 
the Farmers Home Administration in 
September. 

Accordingly, in S. 1801/H.R. 2672 as 
passed by the Senate on October 30, 
Senator MuRKOWSKI and I proposed 
and the Senate adopted an amend
ment-as section 16 of that bill-to 
repeal the House provision. We then 
endeavored to work with our col
leagues on the House Veterans' Affairs 
Committee to seek a compromise 
which would allow without recourse 
sales where that would be to the bene
fit of the LGRF. Unfortunately, we 
were unable to reach such an agree
ment in the context of that legislation. 
I hope we can eventually find a solu
tion that will address the concerns 
which have been raised in both bodies 
while allowing the VA to sell vendee 
loans without recourse when that 
would be in the best interest of the 
LGRF. However, our efforts to do this 
will be greatly impeded by the budget 
scorekeeping situation which has been 
imposed upon us by the Congressional 
Budget Office [ CBO l and the Office 
of Management and Budget [OMBJ: 
that is, that if the VA were to contin
ue its prior policy of selling loans with 
recourse-the proceeds of which the 
CBO and the OMB have now decided 
should be treated as loans to the Gov
ernment and not as receipts-the defi
cit would increase by about $1 billion. 
Hence, it appears that any formula we 
come up with that would be consid
ered by the CBO or the OMB to result 
in any with-recourse sales would be, 
scored as increasing Federal outlays. 

Mr. President, the CBO estimates 
that, as measured against the Gramm
Rudman-Hollings [GHRJ baseline, 
this provision would achieve savings in 
fiscal year 1988 of $611 million in out
lays. According to the Senate Budget 
Committee staff's November 30, 1987, 
description of the Summit Agreement 
on Deficit Reduction, the savings in 
outlays would be $0.8 billion in fiscal 
year 1988 and $1.0 billion in fiscal year 
1989. 

LOAN FEE 
Mr. President, the second provision 

in the veterans' programs title would 
extend the 1-percent VA loan fee for 2 
years, through September 30, 1989. 
The fee extension also is included as 
section 13 of the compromise agree
ment on H.R. 2672/S. 1801, which is 
awaiting the President's signature. For 
more information regarding the back
ground of and rationale for this provi
sion, I would refer my colleagues to 
the more extensive treatment of this 

subject in the committee report on S. 
1801. <S. Rept. No. 100-204, pp. 41-43) 

The CBO estimates that, as meas
ured against the GRH sequestration 
baseline, this provision would achieve 
savings in budget authority and out
lays of $165 million in fiscal year 1988 
and $221 million in fiscal year 1989. 
According to the Budget Committee 
staff document describing the summit 
agreement, this provision would 
achieve savings of $0.2 billion each 
year. 

VENDEE LOAN CEILING 
Mr. President, the third provision in 

the veterans' programs title would 
generally increase during fiscal years 
1988, 1989, and 1990, the proportion of 
acquired foreclosed properties which 
the VA is required to sell for cash 
rather than by vendee loans, from a 
minimum of 25 percent and maximum 
of 40 percent to 35 percent and 50 per
cent, respectively. This provision is in
cluded as section 6 of the compromise 
agreement on H.R. 2672/S. 1801. For 
more information on the background 
of and rationale for this provision, I 
would refer my colleagues to the more 
extensive treatment of this subject in 
the committee report on S. 1801 
(pages 30-31) and my floor statement 
in the RECORD on December 4 on the 
compromise agreement on H.R. 2672/ 
s. 1801<Sl7385). 

The CBO estimates that, as meas
ured against the GRH sequestration 
baseline, this provision would achieve 
savings in budget authority and out
lays of $83 million in fiscal year 1988 
and $72 million in fiscal year 1989. 

Mr. MATSUNAGA. Mr. President, 
will the distinguished senior Senator 
from Arkansas, chairman of the Sub
committee on Public Lands, National 
Parks and Forests, yield for a ques
tion? 

Mr. BUMPERS. Certainly, I would 
be happy to yield to my good friend, 
the junior Senator from Hawaii. 

Mr. MATSUNAGA. Am I correct in 
assuming that the pending legislation, 
as amended by the Senate Energy and 
Natural Resources Committee, codifies 
the current policy of the National 
Park Service which bans entrance fees 
for urban outdoor recreation areas 
with multiple entrance points? 

Mr. BUMPERS. The Senator from 
Hawaii is correct. 

Mr. MATSUNAGA. And is it not 
also the policy of the Park Service, at 
certain facilities, not to charge an en
trance fee for those who are passing 
through the park in order to get to a 
distant point beyond the park, without 
stopping, where the most practical 
route necessitates that they do so? 

Mr. BUMPERS. That is my under
standing. Certainly, the National Park 
Service has the latitude under provi
sions of the bill under consideration to 
do so. 

Mr. MATSUNAGA. I thank the 
chairman of the subcommittee for his 

clarification. Mr. President, I raise this 
point, because I have been concerned 
about how this particular piece of leg
islation would be implemented by the 
National Park Service at such facilities 
as Hawaii Volcanoes National Park, 
which lies between the city of Hilo on 
the Island of Hawaii and the island's 
western "Kona" coast. These concerns 
were somewhat allayed by a letter I re
ceived from Mr. William Penn Mott, 
Jr., director of the National Park Serv
ice, wherein he states, and I quote: 
"No charge is made for nonrecrea
tional traffic on Highway 11," which is 
the main artery of travel between Hilo 
and Kona. 

The letter further states · "no fees 
will be charged for nonrecreational 
use of the park" and gives as examples 
of such users those who work or volun
teer their time at the Volcano Art 
Center, a community-based facility lo
cated with a park concession, person
nel assigned to the Kilauea Military 
Center located in the park, persons 
visiting residents in the park, and 
anyone needing access by park road to 
enter the Royale Gardens subdivision. 

Mr. President, I believe the position 
of the Park Service in this regard to be 
an enlightened one-indeed, the only 
practical one, given the community sit
uation at the Volcano National Park, 
and I am satisfied now that the pend
ing legislation would allow such a posi
tion. But because of the great commu
nity concern prevailing in regard to 
the recent imposition of entrance fees, 
and the fact that we are poised here to 
make these fees permanent, I submit 
for the RECORD the letter from the 
Park Service so that the policy for im
plementing this particular piece of leg
islation be explicit in regard to Hawaii 
Volcanoes National Park. 

UNITED STATES DEPARTMENT 
OF THE INTERIOR, 

NATIONAL PARK SERVICE, 
Washington, DC 

Hon. MARK M. MATSUNAGA, 
U.S. Senate, Washington, DC 

DEAR SENATOR MATSUNAGA: The U.S. 
Senate is considering H.R. 1320, legislation 
to authorize new entrance fees at some 
areas of the national park system and in
crease entrance fees at others. We are cur
rently operating an expanded entrance fee 
program under the FY 87 continuing resolu
tion. 

Under H.R. 1320, all the revenues collect
ed will be returned to the national park 
system to enhance park operations. Under 
both the House and Senate bills, an estimat
ed $500,000 will go directly back to Hawaii 
Volcanoes National Park in 1988. This will 
be a significant addition to the Park's $1.6 
million operating budget. The money will be 
used for resource management, research, or 
interpretation. 

Under a formula set up in the FY 87 con
tinuing resolution, $175,000 returned to 
Hawaii Volcanoes National Park as part of 
the fee program. This enabled the park to 
hire 19 new employees and undertake many 
needed projects. These include: 

1. Increased interpretation at eruption 
areas. 
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2. Youth Conservation Corps Resource 

Management Project. 
3. Interpretive walks and talks. 
4. Special ecological projects, preserving 

native vegetation. 
5. Feral pig fence construction. 
6. Preservation of historic old Volcano 

House. 
7. Maintaining fountain grass control. 
8. Hiring biological research technicians 

for fire pre-planning and fuel modeling. 
9. Staffing the new geology museum at 

Kilauea Summit. 
If H.R. 1320 is enacted and Hawaii Volca

noes National Park remains part of the fee 
program, the Park will have the ability to 
continue these worthwhile programs, and 
add new ones they have been unable to fund 
in the past. 

The walk-in fee at Hawaii Volcanoes Na
tional Park is $2.00 per person with a limit 
of $5.00 per family, or $5.00 per car no 
matter how many passengers are in the car. 
The permit is valid for 7 days. For the local 
or frequent user, an annual park pass is also 
available. The pass costs $15 and admits the 
permit holder and any accompanying pas
sengers in a private vehicle. Where entry is 
by other than private vehicle, the pass 
admits the permit holder, spouse, children, 
and parents. 

There is no charge for children under 13, 
educational groups, persons 62 years of age 
and older, persons who are permanently 
blind or disabled. No fee is charged nor 
questions asked of those natives coming to 
the volcano for religious purposes. 

No fees will be charged for non-recreation
al use of the park. This would include those 
who work or volunteer their time at the Vol
cano Art Center, persons assigned to the 
military facilities at KMC, persons visiting 
residents in the Park, and anyone needing 
access by park road to the Royale Gardens 
Subdivision. No charge is made for non-rec
reational traffic on Highway 11. 

The effect of entrance fees is being moni
tored not only at Hawaii Volcanoes National 
Park but at all the fee sites to ensure that 
they are fair and equitable for all. Where 
fees are having a negative effect on one or 
more segments of the visiting public, you 
can be assured that we will make the neces
sary changes. 

Thank you for your concern and the op
portunity to clarify our fee program. 

Sincerely, 
WILLIAM PENN MOTT, Jr., 

Director. 

MEMORANDUM 

To: Charles Kinney. 
From: Jim Martin. 
Dated: July 9, 1987. 
Subject: Wirth amendment to the Park Fees 

Bill <H.R. 1320). 
Tom Williams of the Public Lands Sub

committee of the Energy and Natural Re
sources Committee suggested that I forward 
to you a copy of an amendment that Tim 
Wirth proposes to offer to H.R. 1320. We 
have worked with both the minority and 
majority staff of the Committee in drafting 
this amendment. 

The purpose of the amendment is to pro
vide a mechanism for mitigating the offsite 
impacts to fish, wildlife, watersheds, and 
other natural resources associated with de
velopment and operation of winter sports 
sites on National Forest System lands. The 
amendment will dedicate the permit fees 
paid by owners of the winter sports sites to 
mitigate and enhancement of natural re
sources on the National Forests, without ne-

cessity for further appropriation. <This pro
vision is similar to the other provisions of 
this bill, which make available to the na
tional park system the funds collected from 
entrance and campground fees.) The Wirth 
amendment does not change the Forest 
Service's management of the national forest 
system lands. 

SECTION-

At the appropriate place in the bill, add 
the following new section: 

SEC. . FISH AND WILDLIFE, RECREATION, 
AND OTHER NATURAL RESOURCE ENHANCEMENT 
FOR WINTER SPORTS SITES. 

<a> That portion of the receipts collected 
from permits issued for the development 
and operation of winter sports sites on Na
tional Forest System lands that would oth
erwise be credited to miscellaneous receipts 
of the Treasury shall, notwithstanding any 
other provision of law, be deposited into the 
special account provided for by this section 
and shall be subject to the terms and condi
tions applicable to such account. 

(b) Notwithstanding any other provision 
of law, amounts covered into the special ac
count from such permits during each fiscal 
year shall be available for obligation or ex
penditure by the Chief, Forest Service, 
United States Department of Agriculture 
<hereinafter referred to as the "Chief") for 
the protection and enhancement of fish and 
wildlife habitat, recreation, and other natu
ral resources. Amounts covered into the spe
cial account during each fiscal year from 
this source shall be allocated among Nation
al Forest System units in accordance with 
subsection (C) in the first fiscal year after 
the year in which such funds are covered 
into the special account. Accounts allocated 
to a unit for any fiscal year and not expend
ed in that fiscal year shall remain available 
for expenditure at that unit until expended. 

(c) Notwithstanding any other provision 
of law the amounts covered into the special 
accou~t of the Forest Service from this 
source shall be available for obligation and 
expenditure by the Chief to be used in such 
fiscal year for mitigating and enhancing 
fish and wildlife, recreation, and other natu
ral resources affected, directly or indirectly, 
by the development and operation of winter 
sports sites located on units of the national 
forest system. To the extent possible, the 
Chief shall allocate funds from this source 
among units of the National Forest System 
in such a way as to reflect the contribution 
to the special account from each unit of the 
National Forest System. 

(d) If the Chief determines, after opportu
nity for public comment, that all or a por
tion of the funds covered into the special ac
count are not needed for mitigation and en
hancement of fish and wildlife, recreation, 
and other natural resources affected by 
winter sports sites, the Chief may use the 
available funds for mitigation and enhance
ment of fish and wildlife, recreation, and 
other natural resources within any unit of 
the National Forest System: Provided that 
no more than 20 per centum of the funds 
available under this subsection may be ex
pended or obligated for expenditure in any 
one state. 

(e) Except as expressly provided herein, 
nothing in this section shall be construed to 
affect the management of the National For
ests. 

CRISIS IN RURAL HEALTH CARE 

Mr. HEFLIN. Mr. President, there is 
a crisis in America's rural communi
ties, a crisis regarding access to quality 

health care services. The primary 
focus of many communities' health 
care, the rural hospital, is in jeopardy 
of disappearing. 

These are hard times for rural 
America. We have in our part of the 
country a growing number of the poor, 
the unemployed, and the elderly. 
These people depend on their commu
nity hospitals. The elderly population 
in particular is known to absorb a sig
nificant amount of health care serv
ices. But if these rural hospitals don't 
get some relief from economic pres
sures confronting them, they may not 
be around much longer. 

Rural hospitals are the key to a 
strong rural health care system. In ad
dition to basic acute care, these hospi
tals are often the locus in their com
munity for home health services, res
pite care, nursing care, preventive 
health and well-child clinics, and other 
health services. They are essential to 
attracting and retaining physicians 
and other health professionals in rural 
areas. Moreover, in most small towns, 
the local hospital is more than a place 
to receive health care. The rural hos
pital is usually among the largest em
ployers in their communities. The 
local hospital many times acts as the 
anchor in a community which assures 
industries that an area is suitable for 
economic development. 

Unfortunately, however, there is 
growing evidence that rural health 
care is under severe strain. Many of 
the Nation's rural hospitals are strug
gling with inadequate Medicare and 
Medicaid reimbursement, Federal cost
cutting initiatives, declining admis
sions, and an increasingly competitive 
health care environment. 

Inadequate reimbursement granted 
to hospitals for Medicare patients can 
ultimately raise concerns about qual
ity and access to health care as re
duced payment rates force hospitals to 
cut down on staff and close unprofit
able services. This is particularly trou
blesome for rural hospitals. The possi
bility of numerous closures is becom
ing a reality across the country. 

Data from the American Hospital 
Association CAHAJ indicate that many 
of the 2, 700 rural hospitals in this 
country are in severe financial dis
tress; some to the point of anticipated 
closure. The problem is most severe 
among small hospitals with less than 
50 beds. These facilities serve nearly 
95 million people. About 345 of them 
are their communities' sole source of 
health care. If one of these facilities 
were to cfose, the residents would be 
greatly disadvantaged in their access 
to needed health services. 

Mr. President, in my own State of 
Alabama, 70 of the 144 hospitals are 
rural. The majority of these rural hos
pitals have less than 50 beds. In addi
tion to having fewer beds, these hospi
tals treat a higher percentage of pa-
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tients who are elderly, people whose 
illness tend to be more acute, resulting 
in more costly care. The volume of 
this type of patient, coupled with the 
intensity of care required, in turn 
makes these hospitals much more de
pendent on the Medicare system for 
their survival than other hospitals. 

In Alabama alone, it is estimated 
that 12 hospitals will be forced to close 
their doors over the next year. Ten of 
those hospitals are located in rural 
areas. Six additional hospitals have in
dicated that unless their circum
stances dramatically improve they will 
be out of business by 1988. Those insti
tutions represent nearly a quarter of 
the rural hospitals in Alabama. 

A similar picture is developing na
tionwide. From 1980 to 1985, of 214 
hospitals that closed, 86 were rural. In 
1985, there were 49 closings; urban 
closings slightly outnumbered rural, 
28 to 21. But in 1986, 71 community 
hospitals closed-more than in any 
other year of this decade-52 percent 
of these hospitals were in rural areas. 
Hospitals with fewer than 100 beds ac
counted for 83 percent of 1986 clo
sures. 

Another alarming fact: data from 
the Alabama Hospital Association indi
cate that their members located in 
rural areas experienced an operating 
loss of 2.44 percent in 1986. In fact, 75 
percent of the hospitals in Alabama 
experienced a loss during that time 
period; only 25 percent had any kind 
of operating margin at all. Net income 
from patients in Alabama hospitals, 
based on income statements included 
in Medicare cost reports which were 
filed by 119 hospitals in the 1986 cal
endar year, was 1.21 percent of gross 
pati~nt revenue. Only 48 of the 119 
Alabama hospitals analyzed earned an 
operating profit while 71 incurred net 
operating losses. The fact is, the aver
age Alabama hospital incurred a loss 
from services to patients of 3.52 per
cent for it's 1986 fiscal year. 

According to the Prospective Pay
ment Assessment Commission 
CPROPACJ in its February 1987 
annual report to Congress, more than 
25 percent of small rural hospitals 
ended their first prospective payment 
system CPPSJ fiscal year-fiscal year 
1984-in the red. The urban margin 
was a full 7 percent higher than the 
rural margin. Over one fourth of rural 
hospitals incurred losses under the 
system, while few urban hospitals had 
losses. The hospital which, as an ag
gregate, had the lowest operating mar
gins, and tended to go into the red 
most frequently, were those hospitals 
with less than 50 beds. Of those hospi
tals, 10 percent had an operating 
margin deficit of as much as 18.4 per
cent. The Commission stated in their 
report: "Financial difficulties of rural 
hospitals deserve continued attention, 
especially small rural hospitals, which 

had the highest proportion of PPS 
losses of any hospital group." 

There are a variety of reasons for 
the precarious situation in which our 
rural hospitals find themselves. As 
compared to their urban counterparts, 
rural hospitals tend to be smaller, 
have fewer patients, lower costs, fewer 
specialized areas, and of ten serve a 
population older than average. Rural 
hospitals treat fewer private-paying 
patients and treat a disproportionately 
high percentage of Medicare patients. 
The dependence on Medicare as a 
major payment source has become a 
particular concern since the imple
mentation of the prospective payment 
system CPPSJ in October 1983. 

Under PPS, hospitals are paid a 
fixed price for hospital care provided 
to Medicare patients based on 468 di
agnosis-related groups. However, rural 
hospitals are paid lower rates than 
urban hospitals, usually 20-35 percent 
less, but sometimes as much as 50 per
cent less. The rationale behind the dif
ferent rates is that, on average, hospi
tal services provided by rural hospitals 
cost less than hospital services provid
ed by urban hospitals because urban 
hospitals often treat sicker patients 
than rural hospitals. 

A payment system like PPS, which is 
based on averages, just doesn't work 
for rur~l hospitals. The system dis
criminates against these hospitals by 
paying lower rates for an inpatient 
service in a rural hospital than paid 
for the same service in an urban hospi
tal. Because of their small size and the 
large number of Medicare benefici
aries these hospitals are unable to be 
compensated adequately for the low 
Medicare payment provided for each 
case. They cannot adjust easily to fluc
tuations in inpatient admissions or 
case mix, whereas larger hospitals can 
average the fluctuations from year to 
year and over many cases. 

For small rural hospitals, which tend 
to operate closer to the margin, these 
fluctuations can be devastating finan
cially. Because about two-thirds of 
rural hospital patients are Medicare 
patients nationwide, compared to 
about one-third for urban hospitals, 
rural hospitals are doubly at risk when 
the payment system fails to compen
sate them adequately for their special 
circumstances or when inequities in 
payment policies exist. Clearly, the im
plementation of the Medicare PPS has 
had a tremendous impact on rural in
stitutions. 

When the Medicare PPS was en
acted, we were not aware of many of 
the differences between rural and 
urban hospitals that might adversely 
effect the financial viability of one 
group. Since that time, we have made 
several modifications in the payment 
formula which have somewhat less
ened the severity of the payment dif
ferential between urban and rural hos
pitals. More must be done however, es-

pecially on the issue of an adequate 
and equitable payment increase for 
fiscal year 1988. 

Congress is currently debating the 
amount of payment increase hospitals 
will receive from Medicare for fiscal 
year 1988. I am pleased that the 
Senate Finance Committee has ap
proved a budget package that includes 
a payment increase to rural hospitals 
of 3.7 percent effective January 1, 
1988. This is quite an improvement 
over the rate of increase recommenda
tions made by the administration. 

Under current law, both the Secre
tary of Health and Human Services 
CHHSJ and the Prospective Payment 
Assessment Commission CPROPACJ 
are required to report to Congress 
with their recommendations for an ap
propriate fiscal year 1988 payment in
crease. The Secretary recommended 
an increase of 0.75 percent for PPS 
hospitals and 1.9 percent for PPS
exempt hospitals. However, PROPAC, 
a nonpartisan panel of healthcare fi
nancial experts, recommended in
creases of 2.2 percent for urban hospi
tals, 3.0 percent for rural hospitals, 
and 4.4 percent for PPS-exempt hospi
tals. 

The Senate budget package contains 
a number of other provisions that will 
go far in ensuring that rural hospitals 
get their fair share of Medicare funds. 
The package directs that: the Health 
Care Financing Administration 
CHCFAJ must issue explicit criteria for 
issuing a volume adjustment for sole 
community providers; HCFA must 
publish an impact analysis of any 
Medicare or Medicaid regulation that 
affects rural hospitals; HHS must es
tablish an Office of Rural Health 
Policy to advise Congress on the ef
fects of current and proposed policies 
on rural hospitals; HCFA must set 
aside at least 10 percent of research 
funds for projects related to rural 
health issues; PROPAC must report 
on the feasibility of phasing out sepa
rate PPS rates for rural and urban 
hospitals; HCFA must study revisjons 
in the PPS wage index to better ac
count for variations in each hospital's 
occupational mix; and HHS is to 
report whether or not rural hospitals 
are getting their fair share of outlier 
payments. 

The Senate budget package also pro
vides that the eligibility threshold for 
rural referral center status under PPS 
would be reduced to 3,000 discharges 
per year (from the current criteria of 
5,000 annual discharges) for rural hos
pitals with a case mix index that ex
ceeds both the regional and national 
medians for urban nonteaching hospi
tals. 

The Senate budget package will also 
allow certain rural counties bordering 
on cities to be determined as part of 
the urban area for purposes of Medi
care reimbursement. Those rural coun-
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ties from which at least 15 percent of 
workers commute into all adjacent 
Metropolitan Statistical Areas 
CMSA's] or at least 20 percent of work
ers commute in either direction from 
all adjacent MSA's will be considered 
an outlying county of the MSA of 
choice. This particular provision will 
help seven hospitals in Morgan and 
Lawrence Counties, AL to qualify for 
the higher urban rate rather than the 
lower rural rate. 

Another critical issue faced by our 
rural hospitals is the recruitment and 
retention of qualified physicians, 
mostly generalists and family practi
tioners. Although the total number of 
U.S. physicians may be sufficient for 
the Nation, there are shortages in 
many rural areas. Studies have shown 
that when a small, rural hospital 
closes, the community often loses its 
physicians and has difficulty attract
ing new ones because doctors often 
will not practice in an area without a 
hospital. Many rural hospitals contend 
that they must pay as much for quali
fied hospital staff as do nearby urban 
hospitals since they both draw from 
the same geographic labor pool. Rural 
hospitals in remote areas argue that 
they sometimes must pay higher than 
normal salaries to attract specialized 
staff such as intensive care nurses to 
their community. This intensifies the 
problem of making health care serv
ices locally accessible. 

The Senate budget package calls for 
a payment increase for physician serv
ices rendered in underserved rural 
areas after January 1, 1989. An addi
tional payment of 5 percent would be 
added to the amount Medicare pays 
the physician, if the physician accepts 
Medicare assignment on the claim. I 
believe that these payment incentives 
represent a good start in helping hos
pitals in rural areas attract and retain 
qualified health care personnel and in 
preserving access to health care by 
Medicare beneficiaries. 

While these provisions off er some 
relief, serious shortcomings in the 
system remain. The diagnosis related 
grouping CDRG] payment system is in
adequate in terms of volume fluctua
tions, the discrepancy between urban 
and rural rates, the updating factor, 
an outlier policy, and access to post
acute services. Despite special treat
ment, sole community provider hospi
tals remain at risk; changes in costs re
lated to case mix need to be recognized 
as does admissions declines, and modi
fications in community demand. As so
lutions are applied to these problems, 
they must recognize the burdens of 
administrative paperwork and cash 
flow for small, rural hospitals. 

There are several provisions under 
current law which recognize the spe
cial characteristics of rural hospitals. 
Changes included in the Sixth Omni
bus Budget Reconciliation Act of 1986 
<SOBRA, Public Law 99-509) went fur-

ther in addressing the special needs of 
rural hospitals. These provisions off er 
some relief, but more can and must be 
done if the restructuring of health 
care in rural areas is to proceed in a 
manner that offers the potential to 
contain costs, but still provide reasona
ble access to adequate health care by 
all Medicare beneficiaries regardless of 
where they reside. 

In conclusion Mr. President, small, 
rural hospitals have responded to the 
changes in the health care financing 
system in many ways. To cut costs, 
they have closed unused beds, laid off 
unnecessary staff, reduced the time 
patients are hospitalized and increased 
outpatient services. However, many 
small, rural hospitals will have diffi
culty making further cuts without re
ducing necessary services. Hospital 
budgets have already been cut so slim 
that continued demands for cost re
ductions could affect quality of care. 
Cost-cutting alone is not the answer to 
long-term financial viability for rural 
hospitals. 

There is no one strategy or solution 
to these problems. Provisions of the 
Senate budget bill are necessary and 
will be of help. However, foremost in 
our minds should be the need to study 
equity concerns of small or rural hos
pitals with respect to the Medicare 
prospective pricing system and other 
financial constraints that inhibit such 
hospitals' ability to provide needed 
health care services to their communi
ties. PROPAC recommended that 
"Medicare payment policies need to be 
thoroughly evaluated to ensure that 
they do not inadvertently place rural 
hospitals at a disadvantage and jeop
ardize access to hospital care for Medi
care beneficiaries.'' 

Action is needed now to alleviate the 
current crisis in our rural health care 
industry-a crisis that threatens the 
viability of many of our rural hospi
tals. Further adjustments to the 
system must be made to build upon 
current law and further address the 
needs of rural hospitals. We must do 
all that we can to insure that our citi
zens in rural communities will have 
access to these services in the future. 

AN ADMIRABLE BEGINNING 

Mr. PROXMIRE. Mr. President, I 
am going to support the leadership 
package. It is not perfect, but no 
budget package will ever meet that 
test. It will, however, give us some 
time, and right now that is what we 
need. 

What do I like about this package? 
First of all, it is enforcable. The num
bers in this package stand a reasona
ble chance of being accurate. Most 
budgets we deal with are filled with 
false hopes and assumptions. They are 
pious declarations of intent. This 
package goes beyond intent and con
tains some binding limits on defense 
and domestic spending. 

Second, those limits are good for 2 
years, and will last through 1988, an 
election year. During an election year, 
the administration and Congress have 
an unfortunate habit of passing a sup
plemental money bill during the 
spring of an election year. This bill is 
filled with "goodies" for those facing a 
tough election or those who sit on the 
"right" committees. Under the terms 
of this agreement, passing such a sup
plemental will take 60 votes in the 
Senate. That will not be an easy task, 
even during an election year. 

Third, this agreement is fair. It in
creases taxes, a little. It reduces de
fense spending, a little. And it cuts 
projected domestic spending, again a 
little. Taxes go up by $23 billion, de
fense takes a $13 billion reduction, and 
discretionary domestic spending is re
duced about $9 billion. 

Fourth, this amendment leaves 
Social Security alone. This Senator is 
unalterably opposed to using a merci
lessly regressive payroll tax-to pay 
for Social Security and nothing else
to balance the budget. This tax is al
ready running a $38 billion surplus. 
Without it, the deficit in 1988 would 
be $38 higher. Is that not enough of a 
contribution for Social Security to 
make? Under these circumstances we 
should not fundametally change the 
nature of the most successful social 
program the Federal Government has 
ever developed. 

What do I dislike about this amend
ment? It does not make enough of a 
reduction in the deficit. Some have 
argued that to reduce the deficit more 
we must cut Social Security payments. 
What a red herring. Suppose the ad
ministration had offered the Congress 
the following challenge: We know, and 
you know, that the domestic budget 
contains a lot of pork. We have identi
fied over 40 programs which on objec
tive evidence should be eliminated. 
Here's the challenge: For every $1 the 
Congress is willing to cut from these 
programs, we-the administration-are 
willing to cut an equal amount from 
defense. 

Freezing the Social Security COLA 
for 1 year would save about $6 billion 
in 1988. Merely eliminating the domes
tic programs identified by the adminis
tration would save $4 billion. If that 
could be matched on the defense side, 
we would have a savings of about $8 
billion-$2 billion more than a COLA 
freeze. The deficit would be lower, and 
the budget would be a more efficient, 
equitable document. 

Mr. President, this Nation is going to 
face a recession sometime in the 
future. This package will delay that 
day of reckoning. It is this Senator's 
hope that after the 1988 election, a 
new administration and a new Con
gress will be able to do more, and that 
the economy will give us that amount 
of time. 
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Mr. SHELBY. Mr. President, I rise 

today to join my colleagues in the 
debate of the Budget Reconciliation 
Act. I would like to commend the 
Senate Finance Committee on their 
refusal to join with the House of Rep
resentatives in several provisions that 
will wound corporate America. 

Specifically, I disapprove of the pro
vision in the House Ways and Means 
package which would limit the interest 
deduction for debt incurred in connec
tion with a corporate acquisition. This 
provision would render uneconomic 
hundreds of friendly acquisitions that 
save and create jobs. This would 
impact companies that are not only 
contributing to the real economic 
growth in this country but also provid
ing vital national services and prod
ucts. 

Consider for example, Kinder-Care 
Learning Centers, today a very suc
cessful national chain of daycare cen
ters. This concern is relatively young 
and its incredible success and broad 
expansion is in part due to tax laws 
that encourage such growth. The pro
visions in the House tax reconciliation 
package would discourage future suc
cess stories of this type. 

Another objectionable provision is 
that that would change the tax treat
ment of the market discount on tax
able and tax-exempt bonds. This 
House provision would force investors 
to pay an immediate tax on gains they 
may never receive. It could cause a 
massive drop in bond prices, potential
ly costing investors billions of dollars. 

The most incredible consequence of 
this bill is that -it would force the Fed
eral Government, industrial compa
nies, and municipalities to pay higher 
coupon rates to investors to compen
sate them for the accelerated tax li
ability. Our economy would not bene
fit from increasing the cost of capital 
for growth companies and it is ludi
crous to increase the Federal cost of 
borrowing in a deficit reduction bill. 

Finally, I believe that the provision 
which would reduce the dividends re
ceived deduction to 75 percent and 
deny it outright to most classes of pre
f erred. This would wipe out the ability 
of American companies to issue pre
f erred stock, which is an important 
way to raise capital for many industri
al, financial, and utility companies. 
Our companies need flexibility and 
creativity at their disposal to beat for
eign competitors. It is counterproduc
tive to increase their cost of capital 
and limit their flexibility. 

In short, I oppose these shortsighted 
provisions that the House included in 
their tax bill. I commend my Senate 
colleagues for their wisdom in refusing 
to do the same and I urge them to 
hold firmly to this position in confer
ence. 

Mr. BRADLEY. Mr. President, I am 
pleased that the Senate is acting to 
make selected cuts to meet the 

Gramm-Rudman targets rather than 
let across-the-board cuts take effect. I 
do not support each and every provi
sion in this reconciliation bill, but it is 
clearly better for the country than the 
across-the-board cuts mandated by 
Gramm-Rudman. The bill will reduce 
the 1988 deficit by roughly $24 billion 
and the 1989 deficit by roughly $28 
billion. When the continuing resolu
tion is adopted, total savings from 
these two bills will equal $34 billion in 
1988 and $46 billion in 1989. 

Mr. President, there are many siza
ble budget reductions included in the 
bill now before us. For example, fund
ing for urban hospitals will be cut sig
nificantly. And reimbursement for lab
oratory services and various medical 
procedures is cut dramatically. But 
this bill also contains a number of pro
visions that I believe will improve our 
health care system in New Jersey and 
the Nation. 

First and foremost, Mr. President, 
this bill contains the key components 
of S. 422, the Infant Mortality Amend
ments of 1987, which Congressman 
WAXMAN and I introduced earlier this 
year. The bill before us allows States 
to provide health care under the Med
icaid program for potentially 350,000 
more pregnant women and almost 
800,000 mothers and their infants up 
to age 1. It does so by expanding the 
Medicaid eligibility limits and enabling 
States to charge a monthly premium 
of $5 to families with incomes between 
· 130 and 160 percent of the Federal 
poverty level. In addition, this bill 
gives health care to children up 
through the age of 6 who are poor 
enough to meet the aid to families 
with dependent children [AFDC] 
income and asset standards, but who 
are not eligible for AFDC payments 
for other reasons. States would be 
given the option to provide their cov
erage to children through age 8. 

Mr. President, we frequently talk 
about the chain of problems facing 
our poor. We also know how critical 
prenatal care and pediatric care for in
fants is to growing up healthy and 
strong. Inadequate prenatal care fre
quently results in low-birth-weight in
fants. If these low-birth-weight infants 
survive, they experience a much 
higher rate of health problems in the 
future. If ever there was a place for us 
to intervene, this is it. We can have an 
impact on our citizens, giving them a 
chance to be the best they can be from 
the very beginning. The human costs 
and the dollar costs are too high, not 
to extend prenatal care and health 
services to pregnant women, infants, 
and young children. 

Second, Mr. President, this bill con
tains a number of home-care quality 
provisions from S. 1076, the Medicare 
Home Health Services Improvement 
Act. Very little attention has been 
placed at the Federal level on the 
quality of care that home-care agen-

cies provide. The evaluation of quality 
of care has focused on the home-care 
agency's organizational form, its facili
ties and equipment, its staff's creden
tials, and its fiscal management. These 
standards tend to measure an agency's 
capacity to deliver services rather than 
the quality of the services actually 
provided. In addition, Medicare condi
tions of participation contain no home 
health aide training or proficiency. 
Home health aides are unlicensed 
workers who provide homemaker, per
sonal support, companion, and other 
health-related services to home-care 
patients. Despite their wide range of 
responsibilities, these providers often 
receive litttle or no formal training. 

The provisions in this bill would 
strengthen Federal quality monitoring 
by requiring HCF A to establish a re
vised certification survey that focuses 
on the quality of patient care and the 
effect of that care on the patient. This 
would ensure that the capacity to de
liver care actually translated into the 
provisions of high-quality care. Rights 
for home-care consumers would be es
tablished and quality monitoring sur
veys of home-care agencies would be 
conducted annually and unannounced. 
Intermediate sanctions for poor qual
ity would also be established, includ
ing civil fines and denial of Medicare 
reimbursement for future Medicare 
patients. 

In addition, States would be required 
to establish hotlines for receiving con
sumer complaints about home care as 
well as a central authority to investi
gate complaints. This authority would 
have enforcement powers and access 
to consumer medical records and 
survey reports. The appeals of denials 
of coverage for home care would also 
be expedited. Finally, employees of 
home-care agencies, including home 
health aides, would be required to 
complete a training program that is 
approved by the Secretary of HHS. 
The bill also requires HCF A to make 
public all of its homecare policies so 
that home-care providers and consum
ers can better understand HCFA's cov
erage policies. 

Mr. President, a third key provision 
increases the number of children that 
can be served under the Model Waiver 
Program. Section 2176 of the Omnibus 
Budget Reconciliation Act of 1981 en
abled States to seek waivers to furnish 
home and community-based services to 
individuals who otherwise would be in
stitutionalized. There are two types of 
waivers for which States may apply; 
the regular waiver, which is primarily 
for the elderly and disabled, and the 
model waiver request. The model waiv
ers attract the most severely disabled 
individuals, those who do not meet the 
eligibility and service requirements of 
regular waivers; a large percentage are 
severely disabled children who should 
be discharged from hospitals if serv-
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ices could be made available in the 
home. 

When the model waiver was devel
oped, each State was limited to grant
ing services to 50 persons. This is 
clearly too low a level; model waivers 
are frequently filled in some States, 
including New Jersey. I am pleased 
that this bill requires HCF A to raise 
the 50-case maximum to 200. States 
would still have the option of serving 
less. This would allow States like New 
Jersey to expand existing successful 
programs without added administra
tive costs. 

Finally, Mr. President, the bill 
before us provides an exemption from 
Federal regulations that would have 
prevented the State of New Jersey 
from operating a health maintenance 
organization. The exemption is neces
sary to enable the State to receive 
Federal Medicaid matching funds, 
thereby allowing continuation and ex
pansion of the Garden State Health 
Plan, which provides cost-efficient 
quality health care to low-income New 
Jerseyans. 

It is anticipated that within a year 
the Garden State Health Plan will 
expand to serve 20,000 New Jerseyans 
and double to 40,000 recipients within 
2 years. New Jersey will receive an es
timated $10 million in Federal funds 
next year for the project. 

Medicaid recipients often have trou
ble receiving health care services. The 
Garden State Health Plan will im
prove access to health services while 
still maintaining a high level of qual
ity care. Since HMO's can provide care 
in a cost-effective manner, it is antici
pated that this program will save the 
Federal and State government about 
$5 million next year. 

In sum, Mr. President, the bill 
before us reduces the deficits and 
shifts funds from lower priority pro
grams to higher priority programs. It 
includes several key initiatives that I 
believe will improve our health care 
system. I urge support for the legisla
tion. 

SOYBEAN MARKETING LOAN 

Mr. HEFLIN. Mr. President, I am 
very pleased that a Marketing Loan 
Program for soybeans is included in 
the agricultural portion of this budget 
reconciliation package. This program 
is not a totally new program. In 1985, I 
sponsored an amendment to the farm 
bill which granted the Secretary of 
Agriculture authority to implement a 
marketing loan for soybeans. This 
amendment was adopted and became a 
part of the Food Security Act of 1985. 
My amendment gave discretionary au
thority to the Secretary of Agriculture 
to implement the marketing loan for 
soybeans. Thus far, the Secretary has 
refused to exercise that authority de
spite the overwhelming evidence of 
the merits of a Marketing Loan Pro
gram as shown by the cotton and rice 
marketing loans. 

The marketing loan language includ
ed in this package would require the 
Secretary of Agriculture to implement 
a marketing loan for the 1988 and 
1989 crops of soybeans. Amendments 
to existing law to accomplish these 
changes are contained in the package. 
Thus with these changes the section 
would contain the following: 

TITLE VIII-SOYBEANS 

SOYBEAN PRICE SUPPORT 

SEc. 801. Effective only for the 1986 
through 1990 crops of soybeans, section 201 
of the Agricultural Act of 1949 <7 U.S.C. 
1446) is amended by-

(1) inserting "soybeans," after "tung 
nuts," in the first sentence; and 

(2) adding at the end thereof the follow
ing new subsection: 

"(i)( D<A> The Secretary shall support the 
price of soybeans through loans and pur
chases in each of the 1986 through 1990 
marketing years as provided in this subsec
tion. 

"(B) The support price for the 1986 and 
1987 crops of soybeans shall be $5.02 per 
bushel. 

"(C) The support price for each of the 
1988 through 1990 crops of soybeans shall 
be established at a level equal to 75 percent 
of the simple average price received by pro
ducers for soybeans in the preceding 5 mar
keting years, excluding the year in which 
the average price was the highest and the 
year in which the average price was the 
lowest in such period, except that the level 
of price support may not be reduced by 
more than 5 percent in any year and in no 
event below $4.50 per bushel. 

"(2) If the Secretary determines that the 
level of loans or purchases computed for a 
marketing year under paragraph < 1) would 
discourage the exportation of soybeans and 
cause excessive stocks of soybeans in the 
United States, the Secretary may reduce the 
level of loans and purchases for soybeans 
for the marketing year by the amount the 
Secretary determines necessary to maintain 
domestic and export markets for soybeans, 
except that the level of loans and purchases 
may not be reduced by more than 5 percent 
in any year and in no event below $4.50 per 
bushel. Any reduction in the loan and pur
chase level for soybeans under this para
graph shall not be considered in determin
ing the loan and purchase level for soybeans 
for subsequent years. 

"<3><A> The Secretary may for each of the 
1986, 1987 and 1990 crops of soybeans, and 
shall, for each of 1988 and 1989 crops of soy
beans, permit a producer to repay a loan 
made under this subsection for a crop at a 
level that is the lesser of-

"(i) the loan level determined for such 
crop; or 

"(ii) the prevailing world market price for 
soybeans, as determined by the Secretary. 

"(A) The Secretary shall prescribe by reg
ulation-

" (i) a formula to define the prevailing 
world market price for soybeans; and 

"(ii) a mechanism by which the Secretary 
shall periodically announce the prevailing 
world market price for soybeans. 

"( 4) For purposes of this subsection the 
soybean marketing year is the 12-month 
period beginning on September 1 and 
ending on August 31. 

"(5)(A) The Secretary shall make a pre
liminary announcement of the level of price 
support for soybeans for a marketing year 
not earlier than 30 days before the begin-

ning of the marketing year. The announced 
level shall be based on the latest informa
tion and statistics available at the time of 
the announcement. 

"(B) The Secretary shall make a final an
nouncement of such level as soon as com
plete information and statistics are avail
able on prices for the 5 years preceding the 
beginning of the marketing year. Such final 
level of support may not be announced later 
than October 1 of the marketing year with 
respect to which the announcement is made. 
The final level of support may not be less 
than the level of support provided for in the 
preliminary announcement. 

"(6) Notwithstanding any other provision 
oflaw-

"<A> the Secretary shall not require par
ticipation in any production adjustment 
program for soybeans or any other commod
ity as a condition of eligibility for price sup
port for soybeans; 

"(B) the Secretary shall not permit the 
planting of soybeans for harvest on reduced 
acreage or acreage set aside or diverted from 
production under any other Federal Gov
ernment program; 

"(C) the Secretary may not authorize pay
ments to producers to cover the cost of stor
ing soybeans; and 

"(D) soybeans may not be considered an 
eligible commodity for any reserve pro
gram.". 

Mr. President, let me emphasize that 
this budget reconciliation package 
does not alter the soybean loan rate as 
established by the Secretary of Agri
culture. Let me also emphasize that 
this package does not change or alter 
the loan floor of $4.50 per bushel as 
set forth in section 201(i)(l)(C) of this 
title. The loan floor remains intact. 

Under the marketing loan, farmers 
who take out a Commodity Credit Cor
poration loan on their soybeans will 
have the option of repaying the loans 
at either the loan rate or the prevail
ing world market price, whichever is 
lower. Obviously, if the world market 
price is above the loan rate, farmers 
will choose to repay their loans and 
sell their crops into the market for the 
higher price. 

In the event world market prices are 
depressed, the Marketing Loan Pro
gram will prevent our loan program 
from becoming a floor under world 
prices. Today, the Soybean Program, 
with its nonrecourse loan, serves as a 
protective guaranteed price umbrella 
for foreign competitors which is en
couraging tremendous soybean pro
duction overseas. This situation is 
hurting soybean farmers throughout 
the Nation. 

With a marketing loan, U.S. soy
beans will be available on the world 
market at the same price as that of
fered by foreign competitors. No 
longer will American soybean farmers 
be the supplier of last resort during 
times of surplus and depressed prices. 

Soybean farmers all across the 
Nation want and need a marketing 
loan. During the past years they have 
seen U.S. soybean acreage decline by 
over 17 percent from 71.4 million acres 
in 1979 to only 58. 7 million acres in 
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1987. During this time, when U.S. soy
bean acreage has declined by over 12 
million acres, soybean acreage outside 
the United States has expanded by 
over 15 million acres. 

U.S. soybean acreage has declined 
because of the low soybean prices that 
have characterized most of this 
decade, because of the higher income 
protection afforded other U.S. crops, 
and because of the Conservation Re
serve Program. 

Soybean production outside the 
United States has expanded because of 
the protective umbrella afforded them 
by the U.S. Non-Recourse Soybean 
Loan Program. Under our current 
Non-Recourse Loan Program the Com
modity Credit Corporation effectively 
prevents ca.sh soybean prices here and 
around the world from falling below 
our loan rate. It does this by assuming 
ownership of all soybeans placed 
under loan in the United States that 
are not redeemed by farmers because 
cash soybean prices are below the cost 
of the redeeming the soybeans from 
the loan. 

Thus, the United States effectively 
becomes the world's storehouse for all 
surplus production while our foreign 
competitors sell their soybeans onto 
the world market. 

Soybean farmers in South America 
absolutely love our current Non-Re
course Soybean Loan Program because 
it limits their downside price risk. 
They know the U.S. Non-Recourse 
Loan Program will keep world prices 
from falling below the loan rate. Be
cause of this protection, farmers in 
Brazil and Argentina can invest the 
money necessary to clear pa.stureland 
to plant soybeans without the risk of 
world market prices falling below their 
break even price. 

In fact, because of the South Ameri
can soybean harvest occurring roughly 
6 months after our harvest, our loan 
program has the effect of guarantee
ing South American farmers a higher 
price than it does our farmers. This is 
a classic example of an ineffective, 
misguided, and destructive U.S. policy. 

A marketing loan for soybeans will 
change and improve this situation. 
Under a marketing loan the Commodi
ty Credit Corporation will no longer 
assume ownership of our soybeans 
during periods of oversupply and low 
prices. Instead, farmers will take out a 
CCC loan on their soybeans, repay the 
loans at the world price, and sell the 
soybeans into the world market. Our 
farmers will receive the income protec
tion of the loan rate but our soybeans 
will be exported rather than stored. 
No longer will Brazilian and Argentine 
investors have the benefit of United 
States price protection to reduce their 
risks. No doubt the higher risk will 
cause many South American investors 
to seek a less risky place to invest 
their money than in soybean produc
tion. Instead they will have no protec-

tion and assume all of the risks of the 
volatile world market. 

I anticipate that the Soybean Mar
keting Loan Program will help the 
United States compete head to head 
with foreign producers and help 
regain U.S. market share. I believe 
that it will come to the aid of the U.S. 
soybean farmer. And, I am hopeful 
that it will once and for all take the 
U.S. Government out of the soybean 
storage business. 

Thank you, Mr. President. 
Mr. CHAFEE. Mr. President, one of 

the most controversial and, in my 
view, questionable revenue raisers in 
the leadership deficit reduction pack
age is the one which requires employ
ers to pay Social Security or FICA 
taxes on tips received by employees. It 
seemed to be with great reluctance 
that this provision was included and 
only when it became clear there were 
no other tax increases the administra
tion would accept or the Finance Com
mittee could agree on at that time. 

Nevertheless, I believe, as do many 
of my colleagues, that the FICA tax 
on tip income is bad tax policy and 
bad budget policy. How can it be fair 
or proper policy to assess an employer 
payroll tax on nonpayroll income? 
This is income received directly by an 
employee from a customer. The em
ployer has no control over the amount 
of this income or whether it is even re
ported as income by the employee. 
Pa.st legislative history has recognized 
this and specifically excluded tip 
income from the definition of wages 
subject to employer-paid Social Securi
ty tax. 

Furthermore, Mr. President, how 
can it be proper budget policy for the 
Senate to be raising Social Security 
taxes for the purpose of reducing the 
overall Federal budget deficit? These 
funds are not needed for the Social Se
curity Program. If they were, we 
might have considered this issue when 
we wrote the Social Security Amend
ments of 1983. But we did not. What 
we are doing here is no different and 
no better than cutting selected Social 
Security benefits in order to cut the 
deficit in the operating funds of the 
Federal Government. 

Under normal circumstances, which 
don't seem to exist around here this 
year, raising Social Security taxes in a 
budget reconciliation bill would sub
ject the whole package to a point of 
order. 

Mr. President, my purpose here is 
not to try to cause parliamentary 
problems or any other difficulty for 
this deficit reduction exercise. It is of 
utmost importance that we pass this 
bill, and I especially want to commend 
Senator BENTSEN for his effective lead
ership in fulfilling the Finance Com
mittee's obligations under terms of the 
budget summit agreement. 

I would like to inquire of the chair
man, however, if he would consider a 

strategy in conference where he might 
be willing to drop the FICA tax on tips 
provision if other revenue increases, 
possibly from the House package, can 
be adopted in its place. 

Mr. BENTSEN. Mr. President, I 
want to thank the Senator for raising 
this difficult issue. He is correct that 
the FICA tax on tips was one of the 
more controversial issues during our 
markup session and we were all re
minded of this many times by our res
taurant industry constituents. 

Putting a.side further discussion of 
the merits of this tax, let me point out 
that the reconciliation bill passed by 
the House also contains a FICA tax on 
tips provision. Unless the House con
ferees were willing to back away from 
their position it would be extremely 
difficult to change it at this time. 
However, I surely would not preclude 
making appropriate changes in the 
provision if that is the prevailing sen
timent among the House and Senate 
conferees. 

Mr. CHAFEE. Mr. President, I thank 
the chairman of the Finance Commit
tee for his willingness to reconsider 
this issue, and I know the restaura
teurs in his State would be as grateful 
as those in mine if we could accom
plish some changes here. 

As the chairman well knows, restau
rateurs have been subject to a number 
of adverse tax changes in recent years, 
including the cumbersome tip report
ing system and the 20-percent reduc
tion in the business meal deduction. 
Furthermore, it strikes me as com
pletely inequitable for the Govern
ment to attribute tip income to the 
employer for payroll purposes, but 
deny that it is wages or remuneration 
for employment for purposes such as 
meeting the requirements of the mini
mum wage. The Government ought 
not to be able to play heads, I win, 
tails you lose with its laws. 

Restaurateurs who are mostly small
er, independent operators, will be 
forced to change payroll accounting 
for possibly millions of employees 
when this legislation takes effect 3 
short weeks from now. The National 
Restaurant Association tells me it 
could cost a medium-size restaurant 
over $10,000 a year to pay this new 
tax. With many compa:r:iies midway 
through their fiscal year and with 
such a short time between congres
sional action and the January 1 effec
tive date, it would seem reasonable at 
a bare minimum that we delay the ef
fective date if we can't find a way to 
drop it altogether. 

I thank the chairman for his consid
eration of this issue and urge him to 
pursue whatever options are available 
to him to convert this situation. 

Mr. RIEGLE. Mr. President, I would 
like to engage the distinguished Chair
man of the Finance Committee, Mr. 
BENTSEN, in a colloquy. 
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Mr. President, the mortgage credit 

certificate <MCC> program was en
acted by Congress in 1983 to comple
ment the mortgage revenue bond 
<MRB> program in assisting first-time 
buyers. Like MRB's, MCC's are issued 
by State and local housing agencies to 
provide financial assistance to first
time home buyers. With an MCC, a 
homeowner may take a credit each 
year against his or her liability for a 
portion of the mortgage interest. 
Lenders view this credit as additional 
income and are thus able to lower the 
income level required for a borrower 
to qualify for a home. 

Since their introduction, my home 
State of Michigan has achieved great 
success in the use of mortgage credit 
certificates. Among the other States to 
have experimented with the program 
is the chairman's home State of 
Texas. In Michigan, we are now ap
proaching our volume cap of $50 mil
lion in what was originally thought to 
be a pilot program. These certificates 
have been serving households with av
erage incomes of $22,000 and now op
erates through 80 lenders in Michigan. 

Mr. President, this summer I intro
duced legislation to extend the mort
gage revenue bonds and mortgage 
credit certificate programs through 
1992. At that time, it was my impres
sion that both of these programs had 
been extended last year by the 1986 
Tax Reform Act through December 
31, 1988. 

Unfortunately, it was discovered 
that because of a typographical error 
in the final 1986 act language, only 
the mortgage revenue bond program 
had been extended, and that because 
of the omission, the mortgage credit 
certificate program is statutorily 
scheduled to sunset at the end of this 
year. The technical corrections to the 
1986 act CS. 1350) corrects this error 
and extends MCC's to December 31, 
1988. 

The distinguished chairman can un
derstand my concern that the mort
gage credit certificate program is 
about to expire and the technical cor
rections bill which takes care of my 
concern is not included in the leader
ship deficit reduction proposal. I 
would simply ask the chairman if he 
plans on bringing the technical correc
tions bill to be acted upon by the 
Senate and if he does, when may we 
expect it? 

Mr. BENTSEN. I thank my friend 
from Michigan for bringing this 
matter to my attention. I share your 
concern regarding the need for prompt 
action on technical corrections legisla
tion. I expect that the Finance Com
mittee will turn to technical correc
tions legislation early next year. 

Mr. RIEGLE. I thank the chairman 
for his encouraging remarks. I wonder 
if the chairman might also tell me if 
he considers the mortgage credit cer
tificate program extension a purely 

technical correction and therefore 
noncontroversial in nature. 

Mr. BENTSEN. Mr. President, if I 
may respond to my friend, I do indeed 
consider this program's extension 
through 1988 a true technical correc
tion. As the Senator from Michigan 
has accurately stated, the only reason 
the mortgage credit certificate pro
gram is technically about to expire is 
because of a typographical error in the 
statutory provisions of the 1986 Tax 
Reform Act-pure and simple. All 
along, it was Congress's intent to see 
that this program continue through 
1988 with the mortgage revenue bond 
program. 

Mr. DOLE. Mr. President, I would 
like to join with my distinguished col
league from Michigan in this discus
sion and thank him for bringing this 
issue up before the Senate. As my col
league knows, I was the principle co
sponsor of the MCC Program in 1983. 
I remain very much committed to this 
efficient homebuyer assistance pro
gram. It is truly unfortunate that 
solely because of a clerical, typo
graphical error in the 1986 Tax 
Reform Act this program will techni
cally expire on December 31, 1987. 

Mr. RIEGLE. I want to express my 
appreciation to both the distinguished. 
Chairman of the Finance Committee 
and the Republican leader for their 
comments, and I look forward to work
ing with them on technical corrections 
as early as possible in the next session. 

Mr. PRYOR. Mr. Chairman, it is my 
understanding that in regard to the 
treatment of timeshares and lots 
under the applicable installment ac
counting provisions the leadership 
amendment makes no changes to what 
Congress passed in the Tax Reform 
Act of 1986. It is my additional under
standing that the House also retains 
current law, and, therefore, the treat
ment of timeshares and lots will be a 
nonconf erenceable item in the budget 
reconciliation conference. 

Mr. BENTSEN. Yes, that is my un
derstanding. 

Mr. CRANSTON. Mr. Chairman, as 
you know, the financial community 
has widely anticipated the passage of 
the Technical Corrections Act of 1987. 
However, because of the importance of 
passing the reconciliation bill as soon 
as possible, technical corrections ap
parently will not be part of the recon
ciliation package this year. 

Mr. BENSTEN. The Senator from 
California is correct. As a result of the 
budget summit with the White House, 
the technical corrections have been 
taken out of the reconciliation bill. 

Mr. CRANSTON. No doubt you have 
heard from a number of individuals 
who are concerned about how to con
form to the Tax Reform Act of 1986 in 
the absence of technical corrections. 

For example, investors have signifi
cant doubt about how to treat the cap
ital they have raised for investment in 

low income housing. Such capital had 
been raised in reliance on the techni
cal corrections. Without the technical 
corrections, investors will be faced 
with expiring allocations of tax credits 
which do not carry forward to 1988 
and will need guidance in making in
vestment decisions in December, 1987. 
Without such guidance, low income 
housing credits will be wasted and pri
vate sector capital expenditures on low 
income housing will be def erred, or 
even worse, eliminated in some cases. 
In any event, the losers will be the al
ready disadvantaged occupants of the 
low income housing. It is my hope that 
taxpayers who file tax returns in reli
ance on the Technical Corrections Act 
of 1987 will not be penalized. 

Mr. BENTSEN. I have heard from a 
number of constituents who are con
cerned about how to conform to the 
Tax Reform Act without technical cor
rections. I assure the Senator that ef
forts will be made to provide retroac
tive protection for those who are rely
ing on the original Technical Correc
tions Act of 1987 which I introduced 
with Congressman RosTENKOWSKI ear
lier this year. I will also urge the 
Treasury Department to provide 
guidelines for those taxpayers who file 
their 1987 returns in reliance on those 
technical corrections. 

Mr. CRANSTON. I thank my friend 
from Texas for his willingness to ad
dress this issue. 

PHYSICIAN ASSISTANTS PROVISION OF HOUSE 

CONCURRENT RESOLUTION 93 

Mr. GRASSLEY. The Committee on 
Finance has included a provision call
ing for reimbursement by the Medi
care Program of services provided by 
physician assistants in doctors offices, 
clinics, and in private homes. This pro
vision is roughly similar to legislation 
I introduced earlier this year, S. 1230, 
and which was introduced in the 
House of Representatives by Congress
man RON WYDEN. 

I am grateful to the committee and 
the chairman for their consideration 
in including this legislation in their 
reconciliation package. 

However, I have one concern with 
the provision included by the commit
tee in their reconciliation package. 
And that is that the reimbursement 
rate included in the committee's provi
sion is set at 65 percent of the super
vising physician's prevailing rate as 
opposed to a reimbursement rate of 85 
percent as proposed in S. 1230. 

May I know why the committee used 
the lower reimbursement rate? 

Mr. BENTSEN. When the Commit
tee submitted the proposal to the Con
gressional Budget Office for its analy
sis, we received a cost estimate much 
higher than we had anticipated. We 
felt the only way we could include the 
proposal in our reconciliation package 
was to lower the reimbursement rate 
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so as to keep the cost within accepta
ble levels. 

Mr. GRASSLEY. As a former 
member of the Finance Committee 
and as a current member of the 
Budget Committee, I appreciate the 
chairman's concern about the poten
tial cost. However, it is my understand
ing that those original CBO cost esti
mates were based on an overestima
tion of the number of physician assist
ants currently practicing. 

In light of this, the Congressional 
Budget Office has reevaluated this 
proposal. When the estimates were 
redone using a new number for the 
total number of certified physician as
sistants, the cost of provision-at an 
85-percent reimbursement level
became $10 million less than the origi
nal estimate for the 65-percent reim
bursement level. 

Does this accord with your under
standing of the facts on this issue? 

Mr. BENTSEN. Yes; that is my un
derstanding. 

Mr. GRASSLEY. Because of this, it 
was my intention to off er an amend
ment on the Senate floor to raise the 
reimbursement rate in this provision 
to 85 percent. 

However, I understand that the com
mittee wishes to use OMB scoring for 
key provisions of its revised reconcilia
tion package, and because this particu
lar provision has not been scored as 
part of this revised package, it is the 
preference of the managers of the bill 
to consider this issue during confer
ence with the House rather than on 
the floor of the Senate 

Am I correct that it is your opinion 
that this is a more appropriate 
method of proceeding on this issue? 

Mr. BENTSEN. Yes. 
Mr. GRASSLEY. In light of that, I 

would like to address several specific 
concerns. 

The co-sponsors of S. 1230 and I be
lieve that the 65-percent reimburse
ment level is too low and should it be 
impossible for the Senate's conferees 
to negotiate a higher reimbursement 
level, we would prefer to see the provi
sion dropped. 

Can I have the assurance of the 
chairman that he will not allow the 
provision to be retained at the 65-per
cent reimbursement level? 

Mr. BENTSEN. I can give the Sena
tor my assurance that I will move to 
drop the provision if an agreement to 
include the 85-percent rate cannot be 
reached. 

Mr. GRASSLEY. We believe quite 
strongly that the 85-percent rate as 
provided for in the original legislation 
is appropriate and justifiable within 
the budgetary constraints as outlined 
by the committee. This is particularly 
true in light of the fact that primary 
care services have traditionally been 
undervalued. 

I understand that when you get to 
conference you will need to discuss the 

cost of this provision with OMB 
should you try to change the reim
bursement level presently in the bill. 

It is also my understanding that 
OMB estimated the cost of this provi
sion as it was included in your original 
reconciliation package at zero. Is this 
correct? 

Mr. BENTSEN. That is correct. 
Mr. GRASSLEY. Also, as I men

tioned earlier, CBO's revised estimate 
of the cost of this provision puts the 
cost at the 85-percent reimbursement 
level, at $10 million less than the origi
nal CBO estimate for the provision at 
the 65-percent reimbursement rate. 

Furthermore, when you evaluate the 
cost estimates made by CBO for vari
ous reimbursement rates. 65 percent, 
80 percent, and 85 percent, it is evi
dent that the reimbursement rate has 
a relatively small effect on the total 
cost of the provision. Indeed, over 3 
years, going from a 65-percent reim
bursement rate to an 85-percent reim
bursement rate makes a difference of 
only $18 million. Therefore, it is at 
least plausible that, even though OMB 
may estimate some cost for this 
change, that cost should still be con
siderably lower than anything CBO 
has estimated. 

In that case, would it be your feeling 
that unless OMB comes in with cost 
estimates radically different than 
those they made originally, it should 
be possible to achieve the 85-percent 
reimbursement rates we are seeking, 
or a reimbursement rate very close to 
that? And can I have your assurance 
that you will endeavor to negotiate a 
reimbursement rate as close to the 
original Grassley-Wyden legislation as 
possible? 

Mr. BENTSEN. I will do my best to 
secure an agreement that reflects the 
reimbursement policy in the original 
Grassley legislation. 

Mr. SYMMS. The Tax Reform Act 
of 1986 contained a provision requiring 
small businesses-specifically subchap
ter S corporations, partnerships, and 
personal service corporations-to 
change to a calendar year bookkeeping 
system rather than allowing them to 
continue to use a fiscal year system. 

Congress adopted this measure in 
the Tax Reform Act because it would 
speed up the payment of taxes, not be
cause it would actually increase the 
amount of tax paid by owners of such 
corporations and partnerships. This 
law causes an acceleration of tax re
ceipts to the Internal Revenue Service, 
which may help this Government 
reduce the deficit in the very short 
run, but it only causes bookkeeping 
ha voe for thousands of businesses 
across the Nation. Because this inequi
ty must be corrected, I introduced S. 
1718 on September 25, and I have sup
ported Senator BAucus' similar bill, S. 
1520, which would permit small busi
nesses to retain their freedom of 
choice. 

Today I am rising in support of a 
measure in the House of Representa
tives' budget reconciliation bill that 
substantially matches the provision 
Senator BAucus introduced in the 
Senate. This legislation is revenue 
neutral and was developed over long 
months of thoughtful planning and 
negotiations. It corrects a stringent, 
unnecessary, and unworkable require
ment which was added with no debate, 
without hearings, and without a com
plete understanding of the impact it 
would have on many taxpayers. Be
sides imposing considerable hardship 
on small business owners and CPA 
firms, it will place an unreasonable ad
ministration burden on the IRS itself. 

Traditionally, a business selects a 
fiscal year ending at a slow time in 
their business cycle to facilitate the 
closing of books and the taking of in
ventory. This bill recognizes the im
portance of the reasoning behind this 
decisionmaking process. Mr. President, 
how many retailers do you know that 
will want to be beginning their book
keeping responsibilities during the 
yearend holiday season? 

For these reasons, Mr. President, I 
urge my colleagues to consider the im
portance of accepting the House rec
onciliation measure in conference com
mittee and give it their support. 

Mr. LAUTENBERG. Mr. President, 
I want to express my strong interest in 
a provision in the original Senate Fi
nance reconciliation package which 
has been dropped from this bill. The 
provision essentially embodies a bill of 
which I am an original cosponsor, S. 
1520. 

It's an important provision, and 
there is a real need for its prompt en
actment. Essentially, it would allow 
certain types of organizations to retain 
their fiscal years. That's important 
not only to these businesses, but also 
to accountants, who will face substan
tial and unnecessary burdens if legisla
tion isn't enacted soon. 

As the bill proceeds to conference, I 
would hope that the conferees would 
be willing to include the provisions of 
s. 1520. 

Mr. DIXON. Mr. President, we all 
know that the United States is the 
greatest and most powerful country in 
the world. Regrettably, our world posi
tion is being threatened and under
mined by our escalating deficits. 
America is now the world's largest 
debtor nation. From 1981 to 1987, our 
debt to foreigners has increased by 
$550 billion. At the same time, our na
tional debt has increased to more than 
$2.5 trillion. 

Efforts to remedy this situation 
have had little effect. It took a world
wide stock market crisis to force the 
administration and Congress to join 
forces to attempt to effectively ad
dress this devastating situation. 
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The administration sat down with 

Congress to craft a responsible solu
tion to the problem. It was a unique 
opportunity to make significant 
strides in restoring our economic and 
world position. 

Unfortunately, however, the summit 
accord failed to result in greater defi
cit reductions. After a month of meet
ings, the President and congressional 
leaders could only commit to a pack
age that is effectively not much larger 
than the current Gramm-Rudman
Hollings requirement. 

The results of the budget accord fall 
far short of the achievement anticipat
ed when the summit began. It is 
hardly an ideal package. Yet, to its 
credit, this package produces the larg
est deficit reduction agreement in his
tory. 

The reconciliation package on which 
we are voting today is certainly pref er
able to the automatic across-the-board 
cuts that have been triggered under 
the Gramm-Rudman-Hollings Bal
anced Budget Act. It is preferable in 
terms of the level of deficit reductions, 
as well as the equity and balance of 
the cuts. 

The automatic sequester calls for a 
$23 billion deficit reduction. The 
summit agreement achieves $30 billion 
of deficit reduction in 1988, and over 
$76 billion of savings over the next 2 
years. When the one-time savings
such as tax reform, asset sales, and 
outlay shifts-are discounted, perma
nent savings result in $25 billion in 
1988 and $42 billion in 1989. 

One-time savings artificially lowered 
our deficit figures for fiscal year 1987. 
With the exclusion of one-time savings 
the 1987 deficit would have reached a 
level of $185 billion, rather than the 
reported $149.7 billion. The summit 
agreement will reduce the deficit from 
this $185 billion in 1987 to $155 billion 
in 1988 and $145 billion in 1989. 

The summit package is a balanced 
plan. All parts of the budget-defense, 
domestic discretionary spending, enti
tlements, and revenues-share in the 
sacrifice. Savings from a sequester 
would be extremely unbalanced, with 
almost all deficit reduction coming 
from defense and domestic appropria
tions. 

The summit agreement is far better 
than the Gramm-Rudman-Hollings se
quester in its effect on low and moder
ate income Americans. Appropriations 
for domestic discretionary programs 
would be cut less than one-third as 
much under this package. Fiscal year 
1988 appropriations for domestic dis
cretionary programs would be $8 bil
lion higher under the budget agree
ment than under sequestration. In ad
dition, fiscal year 1988 outlays for do
mestic discretionary programs would 
be $4. 7 billion higher under the budget 
agreement. 

While the defense budget would also 
fare better under this accord, defense 
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appropriations would be only slightly 
above a freeze level. Defense outlays 
would increase only 1.2 percent from 
fiscal year 1987 levels, the smallest in
crease in 10 years. 

The revenue component of this 
agreement includes $9 billion of new 
taxes in 1988 and $14 billion in 1989. 
None of the taxes would come from 
changes in income tax rates, income 
tax indexing, or any broad-based con
sumption taxes. The agreement calls 
for $4 million of additional user fees in 
each year. 

The budget summit fell short of 
what we all had hoped would be 
achieved by the unique opportunity 
and circumstance provided it. What 
did emerge, however, is a deficit reduc
tion package upon which the Presi
dent and leaders of Congress have 
agreed. Priorities have been estab
lished, and the way has been paved for 
larger deficit reductions for fiscal year 
1988 and beyond. These savings are 
larger than would result through the 
Gramm-Rudman-Hollings sequester. 

I will vote in support of this pack
age, and I encourage my colleagues to 
do the same. 

Mr. ROTH. Mr. President, to borrow 
what has now become a well-worn po
litical cliche: Here we go again! Today 
as our Nation feels the effect of the 
precarious stock market, Congress is 
ready to do what it always does: 
Throw money at the problem. 

Now, I would like to recognize the 
leadership and the committee work 
that has gone into this package. 

However, I rise to express my con
cern and my opposition to the budget 
reconciliation bill. Frankly, I don't be
lieve that American people are going 
to be taken in by a measure that does 
so little toward spending cuts and does 
so much toward tax increases. I do be
lieve that our countrymen will agree 
with me, that this package is not in 
their best economic interest, nor in 
the best economic interest of America. 

Now, I have heard suggestions that I 
should vote for this because the only 
alternative is a sequester. And my po
sition concerning a sequester has been 
clearly stated. I voted against the 
original Gramm-Rudman law, and 
when Congress revised Gramm
Rudman in September, I voted against 
that, too. On September 23, I stood on 
this floor and strongly opposed the 
changes being made. I knew it would 
result in a tax increase, and look at 
what we have today. That very day, I 
said: 

The Gramm-Rudman-Hollings process 
• • • once again puts us firmly in a position 
for tax increases. • • • We see that it could 
provide, intentionally or otherwise, the grist 
needed to force the White House into a tax 
increase. 

The automatic across-the-board 
spending cuts are a trap for the Presi
dent, a ticket to new taxes on a road to 
new revenues. Clearly, I do not want a 

sequester. I did not vote for one. I do 
not favor one. But neither do I favor a 
tax increase on the American people. 

In short, this reconciliation bill will 
raise $9 billion in new taxes this year 
and $14 billion next year. In return, 
we are supposedly cutting spending. 
This is how Congress is trying to sell 
the bill, but it is not the truth. In re
ality, this bill, combined with the con
tinuing appropriations bill-which we 
will be voting on in the near future
will actually lead to an increase in 
spending of nearly $50 billion over last 
year's spending. And that, Mr. Presi
dent, is not a deficit reduction. 

In fact, under this bill, it is likely 
that this year's deficit will be greater 
than last year's deficit, and our con
stituents will soon see that little has 
been done to cut spending. They will 
see that Congress is merely reducing 
the spending level from an inflated 
baseline. And I believe they will be in
censed that these synthetic figures are 
being used to force them to swallow a 
$23 billion tax increase. 

I am adamant in my support for low
ering the deficit, but this is not what 
Congress is proposing. In fact, while 
those who support this bill are saying 
that discretionary spending will be cut 
by $2.6 billion, defense by $5 billion, 
and entitlements by $4 billion, the re
ality is that discretionary spending 
will grow by $7 billion, defense by $3 
billion, and entitlements by $37 bil
lion. These represent increases of 1 
percent, 4 percent, and 8 percent re
spectively over last year's level. 

Frankly, this is not the message 
Washington can send to Wall Street. 
It's not the message Washington can 
send to Main Street. The business as 
usual message of tax, tax, tax, spend, 
spend, spend has run its course, and 
we cannot allow it to run any longer. I 
find it no small irony that just as we 
talk about deficit reduction, and the 
fragile economy of our country, Con
gress is also enacting a new cata
strophic health insurance program 
whose financing is questionable at 
best, and at worst, could severely in
crease the deficit. 

To compound matters, for the past 2 
months Congress has repeatedly voted 
overwhelmingly to approve appropria
tions measures that were much higher 
than last year. Time and again, I've 
stood in this Chamber to vote against 
spending measures-not because I 
didn't agree with them, but because I 
believe we need to bring spending 
under control. And time and again, I 
found myself in the minority. 

Repeatedly, Congress has demon
strated its inability to stick to a 
budget. And Congress has repeatedly, 
over the past year, voted to authorize 
new programs and reauthorize old 
ones. Each of these actions takes us 
one step deeper into deficit despair. 
Our history clearly demonstrates that 
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Congress cannot restrain its spending 
habits. 
If Congress was serious about the 

deficit, these appropriations and au
thorizations would be reviewed more 
carefully. Instead, Congress continues 
to ignore any semblance of restraint 
and responsibility. It's not on a sound 
budget, and consequently-according 
to a study I released-we found that 
every dollar of tax increases, generates 
$1.58 in additional spending. Quite 
frankly, the only way the deficit is 
going to be reduced is when the Amer
ican people say, "Enough," and cut off 
our allowance. 

Though the deficit has declined by 
one-third in fiscal 1987, it remains too 
large. Continually large deficits 
threaten the economy and our stand
ard of living. This reason alone is seri
ous enough to warrant deficit reduc
tion measures. And there is only one 
body in America that can do what 
needs to be done. The responsibility 
lies here on Capitol Hill. Not a dime of 
Federal spending can be appropriated 
without the consent of Congress. 

With this in mind, I believe there is 
a very responsible way that we can 
overcome the deficit, send the proper 
message to both Wall Street and Main 
Street, and restore sound economic 
principles. While everyone must agree, 
the market situation is disturbing, and 
is in need of immediate attention, 
there is also some good news. Today 
the economy is solid-better than it 
has been in any post-war period since 
1796. And this must be the base upon 
which we build our deficit reduction. 

While the recovery is allowed to con
tinue, Congress must take measures 
toward real cost-cutting. I believe 
there are a number of areas where 
closer scrutiny can provide greater ef
ficiency and cost-effectiveness. Simply, 
Government can cut back, and the 
time has come to make the "harder 
choices," to get the President and Con
gress together, to examine real spend
ing cuts and the real role of the Feder
al Government. 

I believe we should phase out subsi
dies on agricultural products. I believe 
we must eliminate urban development 
action grants. And we should enact my 
legislative proposals mandating a Fed
eral employee early retirement option. 
It surprises me that as we look for 
sure-fire, easy ways to cut back, we 
can't get agreement on this one pro
posal-a proposal that is supported by 
Federal workers, and will create better 
career opportunities for women, mi
norities, and our young work force. 
This proposal, alone, could save as 
much as $3 billion over the next 5 
years. But we shouldn't stop here. 

Consequently, I've sponsored or en
dorsed several proposals to cut Gov
ernment spending. I endorse the idea 
of legislation for a 2-year freeze on dis
cretionary and defense spending for 
savings of at least $10 billion. This, of 

course, does not include a reduction in 
Social Security and other retiree cost
of-living increases. 

We should also close unnecessary 
military bases. And we should trim the 
growth in military procurement by 
postponing acquisition of additional 
aircraft carriers. 

You all know my feelings about mili
tary waste and abuse. Our Govern
ment can save literally billions of dol
lars by demonstrating the same care in 
shopping for hardware that the Amer
ican consumer must demonstrate. Our 
defense programs must operate with a 
mentality of finite resources. 

These, however, are only a few, pre
liminary areas where we can become 
more financially responsible. To care 
for the people's taxes is an extremely 
important trust, and I hope they will 
be developed more thoroughly. I hope 
that as we look to sound economic 
policies, we will keep in mind that in 
our society the people's money is best 
left with the people-to be saved and 
invested-to build our country the way 
it was intended to be built. Govern
ment has proven what it does with 
money-it's spent its way into a defi
cit. Let's give the people a chance. 

This deficit agreement-top-heavy 
with taxes, is not the way to meet the 
challenge we face. We cannot tax our 
way into continued prosperity. Tax in
creases were among the policies the 
Hoover administration adopted after 
the 1929 market crash. If we are to 
learn anything from the history of the 
stock market it should be clear that 
we should keep as much money in the 
pockets of the American people and 
reduce the deficit by reducing Govern
ment spending. 

Mr. GLENN. Mr. President, as chair
man of the Subcommittee on Manpow
er and Personnel of the Committee on 
Armed Services, I would like to com
ment on the provision in this bill 
which lowers the military pay raise we 
authorized in the fiscal year 1988-89 
Defense Authorization Act of 3 per
cent to 2 percent effective January 1, 
1988. 

Mr. President, I want to point out 
that the Senate had a 4-percent mili
tary pay raise in the fiscal year 1988-
89 Defense authorization bill and that 
we compromised in conference with 
the House to come down to 3 percent. 
I indicated at that time that I felt 
strongly that we needed to give our 
military personnel a competitive pay 
raise. Based on the employment cost 
index CECll, the index used by the De
partment of Defense to compare mili
tary pay increase to the private sector, 
the 3-percent raise would have just 
about kept pace with projected private 
sector wage growth. However, meas
ured against the ECI, military person
nel are currently some 9.4 percent 
behind private sector wage growth. By 
dropping to a 2-percent pay raise, we 
will be widening this gap to double 

digits. I know we have deficit problems 
that we have to deal with and that we 
have to ask for belt tightening all 
around. Therefore, I reluctantly curb 
my instinct to oppose the reduced 
level of a 2-percent increase in military 
pay that is in this bill for fiscal year 
1988. At the same time, I want to say 
again that we have to be very careful 
about what we do next year. The 
growing pay comparability gap is in
sidious and could cause retention and 
recruiting problems that we need to be 
wary of. 

Mr. President, I also want to say 
that I am concerned about our Federal 
civilian personnel whose salaries and 
wages have been capped over the last 
few years. In comparison to the pri
vate sector wage growth, they are even 
further behind than military person
nel. As measured against the private 
sector they are currently 24 percent 
behind. This kind of treatment of our 
Federal civilian work force is bound to 
cause problems in the future if we are 
not careful. 

Finally, Mr. President, I believe it is 
a credit to our men and women, both 
in and out of uniform that they carry 
out their duties in a professional and 
dedicated manner in spite of the pay 
gaps. I think their services are under
valued and we need to keep this mind 
as we deal with the pressures of fiscal 
reality. 

Mr. BOSCHWITZ. Mr. President, I 
rise to speak about the agricultural 
portion of the leadership amendment 
to budget reconciliation. 

Senator HEFLIN often advises us not 
to buy a pig in a poke. That is good 
advice. What we have here however is 
worse than a pig in a poke it is a 
snake-in-a-sack. When we untie the 
string all of agriculture is going to get 
a little excited. 

I stood on this floor way back in 
April when we first brought up the 
Senate budget proposal and objected 
on the grounds that agriculture was 
singled out as the only program where 
spending will be cut below levels of 
last year. Every other item of the 
budget got an increase over 1987 
levels. 

For the last 6 years I have heard 
Members from the other side of the 
aisle get up wailing and moaning 
about how the President and others 
were trying to balance the budget on 
the backs of farmers. That never hap
pened as farm program costs rose 
faster than anything else in the 
budget-increasing over 300 percent 
during the period. 

Then we come along in 1987 and the 
first budget proposed by the new ma
jority takes it out of the hide of farm
ers. I would not object so much if pro
gram costs were rising, but they are 
not. They are coming down. 

Let us talk about why they are 
coming down, why demand for the 
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goods American farmers produce is 
back up and why the farm financial 
situation has turned around. Then 
let's talk about the snake-in-a-sack the 
Senate is being called on to approve. 

There is one simple reason American 
agriculture is coming back-competi
tiveness. This body has spent a lot of 
time this year worrying and giving lip 
service to the need for America to be 
competitive. We have a giant trade bill 
languishing in conference which will 
probably end up making America less 
competitive. 

However, in agriculture the positive 
trade balance is growing even more. 
We don't have fancy new corn or soy
beans. No-we have a competitive 
price-pure and simple. Why? Because 
in 1985 we, in a more or less bipartisan 
way, passed a farm bill that had lower 
loan rates and other tools such as 
export subsidies and generic certifi
cates to make our prices competitive. 

In addition, the value of the dollar 
has gone down. Some of my colleagues 
are quick to ask why, as long as the 
value of the dollar is going down, do 
loan rates matter? Using that logic, 
raising loan rates to offset the dollar 
drop comes out the same on price. 

The answer as to why this logic 
doesn't work comes in two parts. First, 
the impact of a high-valued dollar was 
overstated in the early 1980's and the 
impact of a lower valued dollar is over
stated in the current period. You have 
to look at the value not only relative 
to the U.S. value of the purchasers 
currency, but the value of the compe
tition's currency. 

High rates of inflation in places like 
Argentina and Brazil and to a lesser 
extent Australia offset much of the 
U.S. currency changes. 

Second, instituting high loan rates 
in good times is just what we did in 
the 1970's. Every time Congress could 
get away with it loan rates were raised. 
It really didn't make much difference 
because we were cranking along at full 
capacity and market prices pretty 
much stayed above the loan rate. 

Then the 1980's hit and all the fac
tors that caused U.S. farmers to 
become prosperous in the 1970's re
versed. Good weather worldwide, the 
Soviet embargo, a high-valued dollar, 
petro dollars in the Third World, in
terest rates-they all changed against 
farmers. 

Our farm legislation made things 
worse. Instead of acknowledging the 
changed world, we continued our high 
loan rates and our massive set-aside 
programs as if we were the only people 
who produced or knew how to farm. 
For 5 years the administration and 
some Members of Congress argued, 
begged, and threatened on the loan 
rates issue. For 5 years we lost and for 
5 years American agriculture slipped 
deeper and deeper in the hole. 

Then in 1985 a light finally dawned 
on Congress that things were not 

working too well and that we had 
better stop cursing the storm and start 
fixing the boat. 

That boat fixing consisted of lower 
loan rates, marketing loans, export 
subsidies, and the Generic Certificate 
Program. 

This leadership package, attached to 
this bill because of its loan rate provi
sions, starts poking holes in the boat 
again. When the weather gets rough 
in the future-and it will-we will have 
to go through the same wrenching ex
perience we did in the early 1980's. 

As far as I am concerned, limiting 
the Secretary's discretion to reduce 
loan rates from 5 percent in 1988, to 1 
percent under this proposal is very 
shortsighted policy. If market condi
tions change, this little loan rate ad
justment makes us uncompetitive and 
outlays will actually increase. It is in
consistent with the market oriented 
focus of the 1985 Food Security Act 
which is gaining more and more ad
herents for its success. 

This action has additional interna
tional implications. The Europeans 
have just now for the first time come 
to the negotiating table to reduce 
international subsidies and trade bar
riers. They do this not because they 
want to. They do it for the same 
reason the Soviets agreed to our arms 
control proposal-because the United 
States showed resolve to stand up to 
our adversaries and fight back. The 
European Community did not give us 
the time of day when we nicely asked 
them to stop inducing and dumping so 
many goods on the market. 

After the 1985 farm bill they started 
paying a whole lot more attention. I 
fear their belief that we would not 
stay the course, would not show re
solve, and would soon fall back into 
the muddled policy we have always 
had may be confirmed by our actions. 
They will become harder to deal with; 
meaningful reform will surely be set 
back. 

Mr. President, I do not have an 
amendment to strike the loan rate 
provisions because the convoluted 
computer costing game would charge 
me with additional outlays and a point 
of order would be brought. However, I 
will work as hard as possible to see 
that conference comes out with some
thing that makes more sense than 
this. 

I realize that this whole budget 
summit and leadership amendment 
process is out of the ordinary. I would 
have pref erred to let the chairman, 
Mr. LEAHY and ranking member Mr. 
LUGAR work things out-that is what 
leadership is about. 

Instead, the committee was called to
gether Friday afternoon and a 15-line 
piece of paper was handed to us with 
the comment that it had already been 
cleared by the Senate leadership. In 
desperation Senator PRYOR and I laid 
down another proposal-we didn't 

even know the cost-out on it when we 
laid it down. 

Let me make clear that we are talk
ing about a $2.5 billion package-on 15 
lines with some numbers beside them. 
I now find that those 15 lines have ex
panded to over 50 pages of legislative 
language. There are so many items in 
this mess that the committee was 
never made aware of, I don't have the 
time to go through them. 

The point is this. If we are going to 
have a leadership package let's have 
one. If we are going to have committee 
action let's do it properly. The rump 
session last Friday was so bad even the 
Senate Recorder gave up trying to 
keep track of what was going on. 

The Senate Agriculture Committee 
has never been known for adhering to 
very many rules-that is good in many 
instances. Senators under this and the 
preceding chairman have had exten
sive rights to participate. However, I 
would hope that all members of the 
committee work to see that no future 
meeting disintegrates into the scene 
we had last Friday. 

Mr. ADAMS. Mr. President, there 
has been a lot of talk in the last few 
days about "solutions" to the budget 
problems we face. Before I turn to the 
specific concerns that I have about the 
various budget proposals which have 
been offered, let me try to take a look 
at the way we got into this mess. 

The root cause goes back to the deci
sion made by President Reagan and 
David Stockman to cut taxes, increase 
defense spending, and hope that some
how we could have a balanced budget 
as a result. It was, as then Senator 
Howard Baker said, a riverboat 
gamble. Well, we have been rolling the 
dice for a couple of years now-and 
they came up craps last month. 

We could have avoided that. Over 
the past few years there have been 
persistent attempts to try to make the 
changes we needed to make. There 
have been calls to increase revenues
those calls have fallen on deaf ears. 
There have been calls to reduce de
fense spending-those calls have fallen 
on deaf ears. There have been calls to 
reform entitlements-and those calls 
were heard by the people in the White 
House. But there is no way to justify 
touching the programs that help those 
who have the greatest need while we 
protect those who have no need but 
greed. 

Mr. President, this administration is 
concerned about the rhetoric of deficit 
reduction. They like the rhetoric of a 
constitutional amendment to balance 
the budget; they like the rhetoric of a 
line-item veto; but they don't like 
rhetoric that has anything to do with 
reality. They don't like facing the fact 
that their 1981 tax cuts and defense 
increases started a national fiscal dis
aster or that partial "fixes" such as 
Gramm-Rudman can't fix it. 
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As a result, we have wandered for 7 

years in an economic wonderland with 
$200 billion deficits as far as the eye 
can see, with a trillion dollars added to 
our national debt, and a stock market 
which inflated by speculative takeov
ers finally toppled and only now is 
staggering back. 

Traditional Republican economics 
have often been described as a policy 
without a heart. This Reaganomics is 
a policy without a heart or a brain. 
Trying to run on percentage cuts or 
fixes, the congressional response was 
to adopt a policy without a heart, 
without a brain-and without eyes. 
The Gramm-Rudman-Hollings ap
proach asked us to take a blind, wild 
swing at the problem. the weakness in 
Gramm-Rudman-Hollings is not that 
it asks for cuts-it is that it d·oes not 
ask us to make cuts based on our Na
tions sense of values. Instead of look
ing at our needs and values, Gramm
Rudman-Hollings just asks us to look 
at a "baseline"-and, as we have seen 
all to often, this administration is will
ing to manipulate the data to get a 
baseline they like. This baseline also 
freezes into place the Nation's spend
ing into a high defense/nonprogres
sive tax system. 

In terms of specifics, the Kassebaum 
amendment, while commendable, is 
also blind. It freezes in place the in
equities of the President's budget, it 
freezes in place the unacceptable pri
orities it reflects, it freezes into place 
the errors of the past. It achieves real 
savings, but it achieves them in unac
ceptable ways. The Gramm amend
ment, in my view, is even worse: it asks 
that all the sacrifices be made on the 
spending size without any recognition 
of the need for comparable equity by 
freezing tax rates. That is why I voted 
against both of those amendments. 

That leaves us with the leadership 
package. Those who participated in 
the budget summit, which essentially 
gave birth to the leadership amend
ment, labored for weeks and produced, 
at best, a patch which we can slap on a 
leaking tire. No one believes that their 
proposal-based on what we know 
about it-will repair the damage that 
has been done. However, it can keep us 
going, it can keep the tire inflated 
until we reach a garage where we can 
buy a new one. That garage is about 
13 months away when a new Presi
dent, with a more realistic view of eco
nomics, will come into office. The lead
ership amendment can, I believe, can 
get us through that 13 month period 
without creating the hardships and 
perpetuating the inequities associated 
with the freeze proposal. 

In short, Mr. President, I simply do 
not believe we can do anything about 
our basic structural problems until 
1989. But we must start the debate 
now. As long as this administration 
thinks they have to "negotiate" with 
the Congress-as if we were some for-

eign power with which they have an 
adversarial relationship rather than a 
cooperative one-as long as the admin
istration clings to the tattered dream 
of supply side economics, there isn't a 
chance to repair the system. Instead 
of trying to deal with those who will 
not talk, we ought to be working on 
getting through this next year with a 
minimum of damage and I for one am 
developing plans and strategies for a 
repair and revitalization of the Feder
al Budget System. 

Mr. President, I do not fault the 
leadership for coming up with this 
plan which has less than we need. I do 
not criticize the proponents of the 
freeze for coming up with less than we 
want. In this environment, I just don't 
think we can get at the causes of our 
problems. So I will ultimately support 
the best patch I can find and that is 
the leadership package. 

Mr. METZENBAUM. Mr. President, 
I will vote for the leadership amend
ment to the pending reconciliation 
bill, in spite of some serious reserva
tions over a number of its provisions. 

In my opinion, Mr. President, we 
could have done better. But the lead
ership amendment is the best plan 
before us-and above all, it is much 
better than an across-the-board se
quester. 

Two provisions in particular cause 
me concern. 

The first is the language included by 
the Budget Committee to achieve sav
ings in the Guaranteed Student Loan 
Program. This provision requires State 
guarantee agencies to give up specified 
portions of their cash reserves. 

The Senate Education Subcommit
tee has not had an opportunity to hold 
hearings on this issue or to consider its 
potential effect on the GSL Program. 
I'm worried about the impact this 
action may have on the long-term sta
bility of the system, and on the solven
cy of individual agencies. 

I also have a number of questions 
about the validity of the formula used 
to determine the amount of reserves 
which an agency must give up. It's a 
shame if States like Ohio, who have 
done a good job and who have low de
fault rates, end up being penalized for 
properly managing their programs. 

The second flaw in the amendment 
is the increase in the Medicare part B 
deductible from $75 to $85. Now, many 
would argue that $10 is a small price 
to pay in the name of deficit reduc
tion. For some, no doubt, it is. But 
couple that with the whopping 38 %
percent increase in the Medicare pre
mium, then consider the fact that the 
part A deductible has increased by 155 
percent since 1981, and you're talking 
about a burden that's tough to bear 
for a lot of senior citizens. 

There is a growing perception, Mr. 
President-both here in the Halls of 
Congress and in the popular press
that all of our Nation's elderly are 

living on easy street. That's a danger
ous perception, because it's just plain 
wrong. 

It is a fact that the social programs 
of the last 40 years have alleviated 
some of the fear of growing old. 

It is a fact that Social Security has 
been a powerful weapon against pover
ty. 

It is a fact that Medicare provides 
decent health care to those who might 
otherwise go without. 

But it is also a fact that millions of 
older Americans live in poverty, mil
lions more live in fear of it, and mil
lions more are just getting by, day by 
day, month by month. 

I hope my colleagues remember that 
the next time someone trots out an
other half-baked proposal to cut 
Social Security benefits or to freeze 
the COLA. 

Again, Mr. President, I'll vote for 
the leadership amendment. It's not 
perfect-but there's probably no such 
thing. It does put a dent in the deficit, 
it is real savings, and hopefully we can 
do better on the next round. 

I yield the floor. 
<By request of Mr. BYRD, the follow

ing statement was ordered to be print
ed in the RECORD.) 

THE LEADERSHIP DEFICIT REDUCTION PACKAGE 

e Mr. SIMON. Mr. President, I would 
like to voice my support for the leader
ship deficit reduction package. The 
bill makes some tough choices and 
puts us on a sure path toward a bal
anced budget. 

The agreement provides for $30 bil
lion in savings for 1988 and $46 billion 
in 1989. Some of the savings are the 
"one-shot" variety. However, a solid 
core of the legislation will continue to 
provide savings well into the future. 
Many of the cuts are painful, but that 
may be the hallmark of a good deficit 
reduction bill. 

Like Senator CHILES, I believe we 
may have missed a golden opportunity 
for even greater deficit reduction. In 
particular, I believe more savings 
should have been found in defense 
spending. We should eliminate dupli
cative weapons systems and inject true 
competition into the procurement 
process. I also believe greater revenues 
could have been found that would en
hance the equity and progressivity of 
the Tax Code. 

Mr. President, this Nation's economy 
has been backed into a corner. Under 
the leadership of the Reagan adminis
tration, we gutted programs that move 
people from the unemployment rolls 
into productive jobs. The official un
employment rate masks much greater 
joblessness across this Nation. We 
simply cannot afford to allow these 
people to go without jobs. They cost 
us with increased welfare payments 
and lower tax revenues. We must 
begin to restore funding for programs 
that stimulate employment. Only 
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when we return our budget priorities 
to these kind of long-term investments 
will we pull ourselves from the current 
budget quagmire. 

In closing, I would like to pay tribute 
to the chairman of the Budget Com
mittee, Senator LAWTON CHILES. This 
body will lose his leadership during 
the next Congress and we will be the 
lesser for it. LAWTON has a rare ability 
to lead delicate negotiations. He in
spires good faith on the part of all par
ticipants so that everyone gives up 
something for the common good. And, 
he was always willing to take his share 
of the tough cuts right from the start. 

I don't know what his reasons for re
tiring are, but I know that negotia
tions on the budget always take a toll. 
Somehow, I hoped his calm exterior 
meant the tensions were not penetrat
ing, but we are all human. The next 
year doubtless holds even more frus
trations, but I look forward to making 
further progress on the deficit under 
LAWTON'S leadership. Jeanne joins me 
in wishing LAWTON and Rhea only the 
best in the coming years.e 

IMPLEMENTING THE BUDGET AGREEMENT 

Mr. DOLE. Mr. President, I rise to 
urge my colleagues to support the 
adoption of this reconciliation pack
age. I do so without much enthusiasm, 
for this is a very modest achievement. 

I am disappointed. 
Black Monday gave everyone in 

Washington and Wall Street a good 
scare. As a result, the budget summit 
was convened and there were great ex
pectations. Rightly so. We had an un
precedented opportunity to set aside 
partisan differences; and for the good 
of the country make serious spending 
reforms that would ultimately result 
in balancing tbe budget. But that 
didn't happen. The summiteers came 
up with the bare minimum, but no 
more. 

Having said that, this package is 
clearly better than nothing, and clear
ly better than a sequester. The reve
nue increase is much lower than many 
feared. And there are a few fundamen
tal changes in spending that will have 
long-term impact. 

What we have to all keep in mind 
that this is only the beginning, the 
first step. In the immediate future, we 
have to go to conference with the 
House, and pass an omnibus appro
priations bill. And beyond that, it will 
be increasingly difficult to meet even 
the revised Gramm-Rudman-Hollings 
targets-especially in an election year. 
But sooner or later, and I hope it is 
sooner, Washington is going to have to 
face up to budgetary realities. Con
gress and the President are going to 
have to do what the Senate had the 
courage to do back in 1985-eliminate 
programs, address entitlement pro
grams, and cut real spending. We 
proved that it can be done. We can do 
so again. 

So, Mr. President, let me once again 
urge my colleagues to support this 
measure. Every little bit counts, and 
while this is only a little bit, it shows 
that we did not walk away from the 
problem, that we were at least willing 
to make an attempt to deal with the 
deficit. 

BUDGET PACKAGE: AGRICULTURE 

Mr. President, the Senate Agricul
ture Committee met last Friday and 
again yesterday to iron out a proposal 
which meets the committee's required 
budget savings of $2.5 billion. 

PACKAGE OUTLINE 

I would not suggest that this is a 
great package. It is only a starting 
point. The package does meet the re
quired budget savings and at least 
maintains the fundamental direction 
of the farm bill by continuing to allow 
a decline in loan rates albeit more 
slowly than current law would allow. 
The administration strongly opposes 
restricting their authority to reduce 
loan rates saying it could jeopardize 
recent export gains. 

The package protects farmers' 
income by limiting declines in target 
prices to 1 percent and only for 1 year. 
In fact, the Senate's package simply 
switches the scheduled 2 and 3 percent 
declines to 3 and 2 percent. So the 
total target price decline would still be 
5 percent over the next 2 years. 

The package also gives soybean and 
oilseed producers a marketing loan for 
2 years to make their crops more com
petitive worldwide. In addition, it 
allows the production of soybean and 
oilseed crops during fiscal year 1988 on 
the 5-percent increase in the unpaid 
feed grain acreage reduction program, 
or arp. However, if soybean stocks ex
ceeded 425 billion bushels, then the 
feed grain arp would be reduced 2.5 
percent and the paid land diversion 
would be increased 2.5 percent. Plant
ing more acreage to soybeans and oil
seeds should help producers arrest the 
alarming decline in acreage planted to 
these crops. 

NEED FOR EQUITY AMONG COMMODITIES 

Mr. President, one of my concerns 
going into the conference will be to 
ensure that feed grain producers are 
not required to take a disproportion
ate share of budget cuts. I believe 
most people in rural America feel that, 
in general, budget functions should be 
treated equally and that no single pro
gram within any budget function 
should face the brunt of the budget 
ax. 

Feed grain producers are initially 
being required to increase their un
planted acreage amounts by an addi
tional 5 percent while decreasing their 
paid land diversion acreage by 10 per
cent. They also have their diversions 
tied to the stock levels of a nonpro
gram crop during the second year of 
this plan. Many feed grain producers 
will find this highly objectionable. So 

we will need to examine this further 
during conference and I will look for
ward to working with the feed grain 
industry in this regard. 

We may also need to re-examine the 
provision that achieves savings 
through lowering commercial storage 
rates. We need to be sure we provide 
adequate incentive for commercial ele
vators to store CCC-owned grain. 

CONCLUSION 

Mr. President, I would reiterate that 
the Senate Agriculture Committee's 
budget package, now part of the lead
ership package, is only a starting point 
and may need improvements once we 
get to conference. We should ensure 
that all commodities and programs are 
treated equitably while minimizing 
any adverse impact on America's farm
ers. 

Mr. LEAHY. Mr. President, I rise 
today in support of the leadership def
icit reduction amendment which rep
resents the plan recently negotiated 
by President Reagan and the biparti
san leadership of Congress. 

While this plan to reduce the Feder
al budget deficit is not perfect, it is a 
major achievement. The amendment 
will reduce the deficit by $75 billion 
over 2 years through roughly equal 
cuts in defense and domestic spending, 
and by closing more than $9 billion in 
tax loopholes. 

This plan represents the first time in 
7 years that domestic programs, such 
as law enforcement, education, and 
health research, have not been forced 
to shoulder the burden of deficit re
duction alone. For the first time, the 
Pentagon must do its share. As a 
result of this amendment, defense 
spending will be frozen, producing a 
savings of $5 billion. 

Last Friday, the new Secretary of 
Defense Frank Carlucci ordered more 
than $33 billion in budget savings at 
the Pentagon for the next fiscal year. 
Much of that savings will be produced 
by cleaning up the Defense Depart
ment's wasteful procurement prac
tices. This amendment is the first step 
toward controlling wasteful spending 
at the Pentagon, in a way that will 
ensure a strong national defense. 

This amendment is also far better 
than the alternative: The automatic 
budget cuts under the Gramm
Rudman-Hollings balanced budget 
law. Allowing the automatic budget 
cuts to take full effect would have dev
astating effects nationwide. Three 
thousand air traffic control workers, 
including controllers, would be laid 
off. One thousand new senior citizen 
housing units, crucial in my own State 
of Vermont and elsewhere, would not 
be built. The Coast Guard would be 
forced to mothball more than one
fifth of the ships it uses to fight illegal 
drug trafficking. Research on a cure 
for AIDS would be cut by $82 million, 
and the National Institutes for Health 



34906 CONGRESSIONAL RECORD-SENATE December 10, 1987 
would have to cancel 3,300 research 
grants to scientists searching for cures 
for other diseases. 

The Gramm-Rudman-Hollings se
quester would also have very serious 
repercussions in Vermont. Low income 
energy assistance would be cut by 
$866,000 in the middle of winter. Stu
dent financial aid would be slashed by 
almost $700,000. Federal highway 
funds would be cut by more than 
$950,000 at a time when improving 
roads is on the top of Vermont's 
agenda. Social services block grants, 
which help so many in our communi
ties, would decline by nearly one-half 
of $1 million. This is not the way to 
reduce the Federal deficit. 

Automatic cuts would also deal a 
harsh blow to American farmers. 
Under the sequester, dairy farmers 
will face an 8112 percent cut in milk 
support prices. An 8% percent cut in 
all farm programs could drive Ameri
can agriculture right back into a de
pression. More and more farmers 
could be forced off their farms. 

The whole purpose of Gramm
Rudman-Hollings, of which I was an 
early supporter, was to use the threat 
of unacceptable cuts like these to 
force Congress and the President to 
throw politics aside and work together 
to reduce the deficit. And, it has 
worked. For the first time in this ad
ministration, President Reagan sat 
down at the same table with leaders in 
Congress and negotiated a bipartisan 
plan. This plan represents the largest 
one-time reduction in the Federal defi
cit in our Nation's history. 

The budget summit agreement and 
this amendment, however, are not per
fect. I believe Congress should go even 
further in reducing the Federal defi
cit. By putting off some of the tough 
decisions to reduce the deficit, we are 
going to make the job even harder 
next year, when the Congressional 
Budget Office estimates the deficit 
may grow to more than $190 billion. 

That is why I support freezing the 
Federal Tax Code for 1 year. Under 
the new tax reform law, the two top 
tax rates are scheduled to be eliminat
ed this year, reducing the top tax rate 
from 38.5 percent to 28 percent. I 
favor postponing this decrease for 1 
year-a plan which will raise more 
than $16 billion. 

Freezing the Tax Code will actually 
produce a tax cut for 94 percent of the 
taxpayers in my State of Vermont. 
The tax freeze permits increases in 
the important standard deduction and 
personal exemptions-the tax breaks 
for the middle class. In addition, the 
tax freeze would prevent the sched
uled decreases in other important 
middle-income deductions, such as the 
consumer interest deduction. 

Under the tax freeze, the 6 percent 
of Vermonters who earn more than 
$50,000 will simply be asked to pay the 
same taxes they paid last year, to help 

reduce the Federal budget deficit. I 
have spoken to business people and in
vestors across Vermont and the 
Nation. Mr. President, they are willing 
to accept this one-time freeze in taxes, 
if it will help make truly significant 
progress toward reducing the Federal 
budget deficit. 

I also believe that we can do more to 
control Federal spending; not by cut
ting Social Security COLA's for our 
Nation's elderly, but by eliminating 
waste. 

For example, the Congressional 
Budget Office reports that more than 
$1.7 billion could be saved by adopting 
more competitive procurement rules 
for travel by Federal workers. While 
travel costs have risen by 33 percent 
for the traveling public since 1981, 
Government travel costs are up by 
more than 41 percent. The reason: 
The Federal bureaucracy has not used 
its enormous buying power to reduce 
travel costs. 

Mr. President, in the agriculture 
title of the leadership amendment, we 
on the Agriculture Committee demon
strated that we can make tough 
choices to reduce the budget deficit. 
The agriculture deficit reduction pack
age will trim approximately $2.5 bil
lion from the national debt over the 
next 2 years. These spending cuts will 
not come easy. 

Under the leadership amendment, 
target price levels for all of the basic 
commodities will be reduced in 1988. 
This reduction is over and above the 
reductions already scheduled to occur 
under the current Milk Price Support 
Program and the Wool Price Support 
Program will take equivalent cuts in 
spending. Other provisions will help 
decrease surplus production and 
reduce excessive storage costs. 

This is only one example of places 
where the Senate can still cut spend
ing to reduce the deficit without 
harming national security. We do not 
have to stop with the leadership defi
cit reduction amendment. 

Mr. President, I urge the Senate to 
adopt the leadership deficit reduction 
amendment. It has the support of the 
President, of Democrats and Republi
cans, and it deserves the support of 
the Senate. While I had hoped for 
even greater deficit reduction, the 
leadership amendment makes a real 
and significant down payment on our 
budget deficit. 

Mr. BAUCUS. Mr. President, several 
of my colleagues have come to me 
asking me what happened to my pro
posal to allow partnerships, Sub S cor
porations and personal service corpo
rations to retain their fiscal year for 
accounting purposes. I am saddened to 
report that the Finance Committee 
did not include this much-needed, 
time-sensitive proposal in our budget 
reconciliation. I am pleased to report 
to them that this omission reflected a 
desire to move budget reconciliation 

along, rather than any opposition to 
the proposal itself. 

I support reducing the deficit. How
ever, I also support reducing the un
reasonable problems we are imposing 
upon accountants and their clients
small businesses, farmers and ranch
ers-by not resolving thts issue before 
the end of the year. 

For that reason I again want to urge 
the conference to include the tax year 
conformity solution which Senator 
HEINZ and I, joined by almost one-half 
of the Members of the Senate have 
been striving to enact. 

Small business owners will see in
creased accounting and legal fees 
under the tax year conformity propos
al we enacted in last year's tax reform 
bill. We should not let that happen. 

Small business owners, farmers, and 
ranchers will be required to pay ac
counting and legal bills for the cost of 
closing their books twice and filing 
two sets of tax returns-Federal and 
State-for each of the two accounting 
periods ending in calendar year 1987. 
We must act now to stop this foolish
ness. 

Because this provision applies to ex
isting as well as newly formed entities, 
small businesses which have used a 
fiscal year accounting period for many 
years will now have to amend con
tracts, compensation agreements, and 
retirement and employee benefit 
plans. This may make lawyers rich but 
it does nothing to improve competi
tiveness. 

Our failure to act this year will add 
to the paperwork burden of small busi
nesses and create greater administra
tive burdens both for taxpayers and 
the Internal Revenue Service. How 
will we explain that to our constitu
ents. 

Some of my colleagues may not yet 
be familiar with the need for fixing 
this fiscal year problem. Some may 
ask, "Why do businesses care if they 
have to give up being on a fiscal year?" 

Let me answer that by saying that 
there are many important business 
considerations involved in why busi
nesses opt to be on a fiscal year ac
counting period. Most businesses 
select a fiscal year which ends at a 
slow period in their business cycle. In 
this way these small business oper
ations do not have to close their books 
and take inventory while trying to 
cope with a busy sales period, a plant
ing season, or a harvest time. 

For example, a rancher would want 
his taxable year to end in September, 
not December. Harvest is over. His 
business year is over in September. His 
business calendar closes with the sea
sons, not with the ringing of bells on 
New Year's Eve. 

A retailer wants his tax year to end 
after the December holidays are over 
and before spring merchandise is in 
demand. He does not want to have to 
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close his books when he is trying to 
have a post-holiday sale and dealing 
with shoppers returning the gifts they 
did not like. 

A ski resort owner wants his tax 
year to end in May or June when 
there is no snow. He has no desire to 
have to do his accounting when he 
could be selling lift tickets and servic
ing the skiers who fill his slopes. 

This is especially important for the 
small and family-operated businesses 
who do not have the flexibility to shift 
personnel from sales to accounting or 
the money to hire extra help to do his 
accounting chores. 

I have worked with the accounting 
profession to develop an absolutely 
revenue-neutral solution which would 
allow these small businesses to retain 
their fiscal year accounting periods 
and pay enhanced estimated taxes to 
offset any revenue benefit their fiscal 
year might otherwise give them. The 
Joint Committee on Taxation has pro
vided invaluable assistance in helping 
us make this solution revenue neutral. 

Members of the accounting prof es
sion are to be commended for their re
sponsible approach to solving a prob
lem they did not create. Given the cur
rent Federal deficit, it was not possi
ble, politically or fiscally, to promote 
any other proposal. I thank them for 
understanding the problems we in 
Congress have. Now I ask my col
leagues to understand their problems. 
I ask that we include help for them in 
the conference agreement on this rec
onciliation bill. 

We must act now. There will be no 
time to address this problem in a tech
nical corrections bill next year. Next 
year is too late. By then the omelette 
will be broken. All the king's men 
won't be able to put that omelette to
gether again. The eggs will have been 
broken, scrambled, and served by next 
year. After the beginning of the year a 
business's fiscal year will have to be 
changed to a calendar year. It will not 
be reasonable to go back and undo the 
steps the business will have to go 
through to conform to the calendar 
year end. Either we correct this prob
lem before we adjourn this year or 
businesses in our States will be forced 
to convert to and live with, calendar 
year accounting. 

Correcting this problem must be 
done now. I trust Chairman BENTSEN 
will leave no stone unturned in work
ing to include a solution to this prob
lem in the conference agreement. I 
urge my colleagues to work for that 
goal. 

Mr. CHILES. Mr. President, I urge 
the adoption of the leadership amend
ment. 

The PRESIDING OFFICER. Are 
there amendments? 

The question is on agreeing to the 
leadership amendment. 

The amendment <No. 1254), as modi
fied, was agreed to. 

Mr. BYRD. Mr. President, I move to . under the "Byrd Rule" (section 
reconsider the vote by which the 2000l<d)(l)(c) of the Consolidated Om
amendment was agreed to. nibus Budget Reconciliation Act of 

Mr. CHILES. I move to lay that 1985, as amended). 
motion on the table. Specifically, such revenues would be 

The motion to lay on the table was generated by increasing the rate of 
agreed to. collections for the Nuclear Waste Dis-

AMENDMENT No. 12sa posal Fund. The budget for the fund is 
<Purpose: To strike provisions relating to shown in the Congressional Budget 

nuclear waste policy contained in the re- Office baseline as being under the sole 
ported bill and to substitute in lieu there- jurisdiction of the Committee on 
of the nuclear waste provisions adopted by Energy and Natural Resources. 
the Senate on November 18, 1987, with The provisions of s. 1668 have al-
the passage of H.R. 2700, and for other 
purposes> ready been scored by the Budget Com-
Mr. JOHNSTON. Mr. President, 1 mittee with savings of $139 million in 

send an amendment to the desk and budget authority and $70 million in 
ask for its immediate consideration. outlays in fiscal year 1988. The subject 

The PRESIDING OFFICER. The matter is within the jurisdiction of the 
amendment will be stated. Committee on Energy and Natural Re-

The assistant legislative clerk read sources. 
as follows: This legislation, as perfected by the 

The senator from Louisiana CMr. JOHN- Senate during consideration of H.R. 
sToNl proposes an amendment numbered 2700, provides a balanced program to 
1263. redirect the national effort to manage 

Mr. JOHNSTON. Mr. President, I and dispose of nuclear waste. Such a 
ask unanimous consent that reading of redirection is essential if the program 
the amendment be dispensed with. is to have a chance to be successful. In 

The PRESIDING OFFICER. With- that context the provisions of the leg-
out objection, it is so ordered. islation are integral to the success of 

(The amendment is printed later in the program achievement of the sav
today's RECORD under amendments ings the Budget Committee has 
submitted.) scored. 

Mr. JOHNSTON. Mr. President, this Some would argue that the provi-
amendment, which is a joint, agreed-to sions of this amendment are merely 
amendment between the Energy Com- incidental to the savings and therefore 
mittee and the Environment and are extraneous under the "Byrd 
Public Works Committee, simply takes Rule." I would argue that they are 
out of reconciliation the provisions on not, for the following reasons: 
nuclear waste as entered in reconcilia- First. Sequential site characteriza-
tion by the Energy Committee and as tion is essential to generate savings. 
entered by the Environment and The General Accounting Office has 
Public Works Committee, and places estimated that site characterization of 
in lieu thereof the Senate-passed bill three repository sites under current 
in toto. It is agreed to by all parties. law will cost $5.9 billion. Only one of 

Mr. President, during consideration these sites will eventually become a re
of S. 1920, the Omnibus Budget Rec- pository. The only way that any signif
onciliation Act of 1987, I am offering icant savings can be generated from 
an amendment to strike the provisions the nuclear waste program is to reduce 
of the reported bill that relate to nu- the number of characterized sites. S. 
clear waste policy and replace them 1668 does that by requiring that sites 
with the nuclear waste provisions the undergo characterization sequentially, 
Senate adopted on November 18, 1987, with the first acceptable site charac
as a part of H.R. 2700. terized becoming the repository. Based 

Specifically, my amendment will on the record, there is ample reason to 
delete the provisions of title III of S. believe that at least one of the three 
1920 relating to nuclear waste, sections candidate· sites now under consider-
3002-3009 and 3011. It will substitute ation can be successfully character
for subtitle A of title II the text of S. ized. 
1668 as amended during Senate consid- Sequential site characterization will 
eration of H.R. 2700. lead to additional efficiency and cost 

These provisions of title III, report- reduction in the program by allowing 
ed by the Committee on Environment the Department of Energy to concen
and Public Works, are outside the ju- trate its best efforts on a single site. 
risdiction of that Committee and, in This will add to the savings resulting 
the case of sections 3002-3009, score from not characterizing two sites. 
no savings. Second. To be accepted by the host 

Although revenues may be generat- State, sequential site characterization 
ed by section 3011, the subject matter must be accompanied by a benefits 
of this section is not within the juris- package. 
diction of the Committee on Environ- Narrowing the focus to a single pre
ment and Public Works. Thus section ferred site intensifies the opposition in 
3011 would be subject to a point of the State that is eventually chosen. 
order under rule XV, paragraph 5 of The nuclear waste program is an un
the Standing Rules of the Senate and precedented effort in Federal-State 
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interaction from which the State gains 
very little under current law. Success 
in such a program ultimately requires 
the cooperation of the State chosen 
for a waste facility. This will be impos
sible unless incentives can be provided 
for the State so that this Federal
State interaction becomes a coopera
tive one. 

To accomplish this, S. 1668 gives up 
some of the savings generated through 
sequential site characterization by au
thorizing generous benefits payments 
to host States. Without these pay
ments the determined opposition of a 
host State could prevent any progress 
in the program. 

Third. A back-up facility must be 
provided in the event that sequential 
site characterization results in delay in 
opening a repository. 

The characterization and licensing 
of a deep geologic repository for high
level nuclear waste has never been ac
complished anywhere in the world. We 
are attempting it for the first time. 
The schedule for opening a repository, 
therefore, must be regarded as quite 
uncertain. There are many ways this 
schedule could be stretched out. 

Yet the Department of Energy is re
quired by contractual obligations and 
current law to begin acceptance of 
spent nuclear fuel by January 31, 
1998. In addition, an important goal of 
the nuclear waste program is the dem
onstration of the capability of the 
Federal Government to address the 
problem of nuclear waste manage
ment. Timely acceptance of spent nu
clear fuel as required is essential to 
such a demonstration. 

Because of the uncertainty in the 
schedule for availability of a reposi
tory, it is prudent to include in the 
waste management system a backup 
facility capable of accepting spent nu
clear fuel and storing it temporarily 
until the repository is opened. In this 
way, the requirements of law can be 
met without placing undue pressure 
on the repository construction or li
censing process. 

Accordingly, a monitored retrievable 
storage facility is authorized by S. 
1668 to ensure that the contract obli
gations of the Department of Energy 
to accept spent nuclear fuel in 1998 
are fulfilled. This facility also provides 
significant system advantages to the 
program that the Department believes 
justify the facility on its own merits. 

S. 1668 would also authorize gener
ous benefits payments to a State host
ing a monitored retrievable storage fa
cility, so that the Federal-State inter
action in the siting of such a facility 
will be a cooperative one. As is the 
case for a repository, without these 
payments the determined opposition 
of a host State could prevent any 
progress in the program. 

In sum, sequential site characteriza
tion; a monitored retrievable storage 
facility, host State incentives and sig-

nificant cost savings from the program 
are tightly linked. These provisions 
are by no means "merely , incidental" 
to achieving the savings. 

Fourth. Currently, there is no need 
to construct a second repository. 

Def erring plans to construct a 
second repository will result in signifi
cant additional savings. 

It is generally agreed that the spent 
nuclear fuel expected to be generated 
through the first decade of the next 
century can be accommodated in a 
single repository. However, current 
law requires the development of two 
deep geologic repositories. The simple 
fact is that a second repository will 
not be needed for many years, and 
substantial expenditures on such a re
pository are unwarranted at this time. 
S. 1668 defers decisions on the second 
repository program until the first 
decade of the next century, generating 
further program savings. Deferring 
the second repository also allows the 
Department of Energy to focus its ef
forts more effectively on a single re
pository program. 

These are the essential elements of 
the amendment I am offering. I be
lieve that each element of the package 
is important to the success of the pro
gram as a whole. 

I assume that Congress intends this 
program to succeed. Failure of the 
program will also generate savings, but 
at the cost of ignoring a problem that 
only the Federal Government can 
solve. I believe that option to be unac
ceptable, and I am therefore deter
mined to urge the adoption of the pro
gram embodied in S. 1668 in its entire
ty. 

Mr. BREAUX. Mr. President, if my 
colleague will yield to me for a 
moment. For the benefit of those 
Members who wonder what is going on 
and whether or not we are about to 
engage in another protracted fight 
over the nuclear waste issue that was 
played out just a couple of weeks ago 
on the energy and water appropria
tions bill, I would like to make just a 
few observations and address a couple 
of questions to my distinguished 
senior Senator. 

First, as the Members are all aware, 
both the Environment and Public 
Works Committee and the Energy 
Committee included amendments to 
the Nuclear Waste Policy Act in re
sponse to our respective budget recon
ciliation instructions. I think all the 
Members are aware of the differences 
in those two versions and I do not 
want to get into that now. 

Yesterday, before the Senate ap
pointed conferees to the energy and 
water bill, H.R. 2700, Senators JOHN
STON, REID, and ADAMS entered into a 
colloquy wherein assurances were 
given that the Senate conferees would 
not conference the nuclear waste 
issues contained in that bill as long as 
negotiations were continuing on the 

budget reconciliation track. Obviously, 
we need to have an agreed to proce
dure for a place-holder on the nuclear 
waste issue in the reconciliation bill if 
those negotiations are to bear fruit. 

Now, as I understand the situation, 
certain points of order could be made 
against both the energy and environ
ment nuclear waste provisions in the 
reconciliation bill, and if all such 
points of order were sustained by this 
body, we would have no process for ne
gotiating an agreement where all the 
committees in both the House and 
Senate are involved. 

Therefore, we have worked out an 
agreement with the Energy Commit
tee which is reflected in the current 
amendment. It is my understanding 
that the Energy Committee has 
agreed that notwithstanding the fact 
that the nuclear waste place-holder 
embodied in this amendment is going 
to be placed in the energy title of the 
reconciliation bill, Senator JOHNSTON, 
the distinguished chairman of that 
committee has agreed that Senator 
BURDICK, chairman of the Environ
ment and Public Works Committee 
will be entitled to name three mem
bers of our committee to the appropri
ate subconf erence on the nuclear 
waste issue. Is that indeed the distin
guished Senator's understanding of 
the situation? 

Mr. JOHNSTON. Yes, it is. 
Mr. BREAUX. This agreement does 

not affect the jurisdiction of the two 
committees in any way. Am I correct? 

Mr. JOHNSTON. That is correct. 
Mr. METZENBAUM. Mr. President, 

will the Senator from Louisiana ex
plain a little more fully what this 
amendment is about? 

Mr. JOHNSTON. Yes. 
As part of the energy and water ap

propriation bill, we passed a nuclear 
waste provision. The Senator will 
recall that we passed nuclear waste 
provisions out of the Energy Commit
tee. We started with that as part of 
energy and water. We amended it; we 
changed it. What we are doing is 
taking that provision, as passed by the 
Senate, without any change at all, and 
putting it in this reconciliation bill, in 
lieu of the provisions on nuclear waste 
which the Energy Committee reported 
and which the Environment and 
Public Works Committee reported. 

This is being done by agreement be
tween the two committees. 

Mr. METZENBAUM. Is there any
thing else over and beyond that? Is 
there anything having to do with 
other matters, other than the specifics 
the Senator just mentioned? In other 
words, we came out of the Energy 
Committee with an amendment; and 
my question is, has there been any
thing added to or subtracted from that 
amendment? 
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Mr. JOHNSTON. Only that which 

was added to and subtracted from any 
floor action. 

Mr. METZENBAUM. Is there any
thing in this amendment having to do 
with the question of contractors' li
ability? 

Mr. JOHNSTON. No. This does not 
deal with Price-Anderson at all. 

Mr. METZENBAUM. Nothing? 
Mr. JOHNSTON. Absolutely noth

ing. 
Mr. METZENBAUM. I thank the 

Senator. 
The PRESIDING OFFICER. The 

Senate is not in order. The Senate will 
be in order. 

Who yields time? 
The Senator from Louisiana has 7 

minutes and 3 seconds under his con
trol. 

Mr. MITCHELL. Mr. President, will 
the Senator yield for a question? 

Mr. JOHNSTON. I yield. 
Mr. MITCHELL. Mr. President, I 

understood the Senator to say that 
the amendment includes the Senate 
bill as enacted, including the amend
ments added on the floor. From that, I 
take it that the amendments offered 
by myself and my colleague from 
Maine are included in the amendment 
which the Senator is now offering. 

Mr. JOHNSTON. The amendments 
are included, and we will stick with 
those through thick and thin in con
ference. 

Mr. MITCHELL. I thank the Sena
tor. 

The PRESIDING OFFICER. Who 
yields time? 

Mr. JOHNSTON. Mr. President, I 
yield back the remainder of my time. 

The PRESIDING OFFICER. Who 
yields time in opposition? 

Mr. BENTSEN. Mr. President, who 
has the time in opposition? 

Mr. DOMENIC!. I am not opposed, 
so I am disqualified. 

The PRESIDING OFFICER. Who 
yields time in opposition? 

Mr. BENTSEN. Mr. President, I sug
gest the absence of a quorum. 

The PRESIDING OFFICER. The 
clerk will call the roll. 

The assistant legislative clerk pro
ceeded to call the roll. 

Mr. BENTSEN. Mr. President, I ask 
unanimous consent that the order for 
the quorum call be rescinded. 

The PRESIDING OFFICER. With
out objection, it is so ordered. 

Who yields time? 
If the Senator from Florida is favor

able to the amendment, the time will 
then be under the control of the mi
nority leader. Will there be desire to 
yield back the time? 

Mr. DOMENIC!. I yield back any 
time in opposition. 

Mr. CHILES. I yield back any time. 
The PRESIDING OFFICER. Is 

there further discussion? 
The question is on agreeing to the 

amendment of the Senator from Lou-

isiana. The amendment <No. 1263) was 
agreed to. 

Mr. JOHNSTON. Mr. President, I 
move to reconsider the vote by which 
the amendment was agreed to. 

Mr. CHILES. I move to lay that 
motion on the table. 

The motion to lay on the table was 
agreed to. 

AMENDMENT NO. 1264-MOTION TO STRIKE 
TITLE I 

Mr. DANFORTH. Mr. President, I 
move to strike title I of the bill, and, I 
know that this is the issue on which 
there is 1 hour equally divided. 

The PRESIDING OFFICER. <Mr. 
REID). The Senator is correct. 

The amendment follows: 
Strike Title I, beginning on p. 2, line l, 

through and including line 5 on page 9. 
Mr. DANFORTH. Mr. President, 

having moved to strike title I, I yield 
myself 4 minutes. 

The PRESIDING OFFICER. The 
Senator from Missouri. 

Mr. DANFORTH. Mr. President, 
title I is a title to the underlying rec
onciliation bill. Title I has nothing to 
do with the so-called leadership com
promise. 

The issue that is before us now 
arises because the leadership compro
mise, the leadership amendment is not 
a substitute for the whole bill, but in
stead is a perfecting amendment. 

Therefore, the leadership amend
ment leaves in the bill certain aspects 
of the original reconciliation bill. 

One of those portions of the recon
ciliation bill that is not touched by the 
leadership amendment is title I, which 
is the Commerce Committee title to 
the bill. 

Mr. President, title I has within it 
four parts. Two so-called user fees are 
in title I. One of the user fees is a 
transfer fee on the transfer of radio 
and television licenses. A second user 
fee is a Coast Guard user fee. 

In addition to those two user fees, 
title I codifies the fairness doctrine 
and it creates a trust fund for public 
broadcasting. That is what title I does. 

Mr. President, the user fees that are 
incorporated in title I were specifically 
considered by those who negotiated 
the leadership package. These user 
fees, these taxes were expressly con
sidered by the leadership negotiating 
team and they were expressly rejected. 

So these fees are not only extrane
ous to the leadership amendment, 
they are contrary to the agreement of 
the leadership negotiating team. 

They are unacceptable to the admin
istration. They will almost certainly be 
dropped in conference and they 
exceed the amount of money, the total 
amount of money along with other 
user fees that are in the leadership 
package. They exceed the total 
amount of money that the leadership 
group agreed to come up with by way 
of user fees. 

So this is extraneous money, con
trary to the leadership agreement, 
and, as a matter of fact, it is unaccept
able to the President of the United 
States. 

Most Senators have heard that the 
President opposes the codification of 
the fairness doctrine. I guess all of us 
do, having vetoed it. 

There is a letter from Secretary 
Baker and Budget Director Miller, and 
the letter says-among other things
it is a letter of December 10: 

Two Senate Commerce Committee provi
sions must be removed in order to make the 
bill acceptable. First there is a provision 
that codifies the fairness doctrine. As you 
know, last year the President vetoed free
standing legislation to accomplish this ob
jective. Another Commerce Committee pro
vision would set a fee for the transfer of 
Federal Communications Commission li
censes and establish a trust fund. This fee 
would fall most heavily on owners of the 
least economic viable licenses, AM radios 
and UHF television. The public broadcast
ing trust fund established with revenue 
from the transfer fee is also objectionable 
and must be deleted. 

So, Mr. President, the question 
before us now is, Why do this? Why 
put in user fees that are not necessary 
to the package that have been previ
ously rejected? Why codify the fair
ness doctrine when it is veto bait as far 
as the President of the United States 
is concerned? 

The PRESIDING OFFICER. Who 
yields time? 

Mr. DANFORTH. Mr. President, I 
yield 6 minutes to the Senator from 
Oregon. 

The PRESIDING OFFICER. The 
Senator from Oregon is recognized for 
6 minutes. 

Mr. PACKWOOD. I thank the 
Chair. 

Mr. President, I was on the budget 
summit leadership conference. The 
Senator from Missouri is very correct. 
This issue was not sloughed over in 
the conference. It was discussed and 
rejected, along with the Coast Guard 
user fees. 

We full well knew the issue. We were 
trying to debate whether we should 
have $800 million in user fees or $400 
million in user fees. We decided on 
$400 million and said we would not put 
in any that had not been mutually 
agreed between the House and the 
Senate. We will take them out. 

That was the agreement. So if we in 
good faith are going to adhere to the 
budget summit leadership agreement 
these ought to be out. In my judgment 
they should have been out in the lead
ership package, but that is neither 
here nor there. 

Second, this is a very dangerous 
budget practice from the standpoint of 
the Budget Committee and reconcilia
tion in future budgets, because it 
henceforth every committee in order 
to meet its savings targets, and that is 
usually what they are, savings targets, 
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can instead devise a tax which they 
can call a user fee and send it on to 
the Budget Committee, you are going 
to have a plethora of trust funds cre
ated by every committee in the Con
gress for the purpose of funding the 
very functions that they supervise and 
we all know of the incestuous relation
ship-I do not mean that badly-be
tween committees and the functions 
that they supervise. The Agriculture 
Committee loves the farmers. The 
Commerce Committee loves the Coast 
Guard, and on and on. 

This in any way, shape, or form is 
not a user fee by any of the normal 
definitions we used to call user fees, 
which was to tax the user, collect reve
nues in a trust fund for the benefit of 
the user. In the airport trust fund, you 
pay money on the ticket and they use 
it to improve the airports. In the 
Social Security trust fund, you pay 
money into the Social Security trust 
fund and you collect benefits. 

Gasoline tax, you collect money in 
the trust fund and you spend it on 
highways. This is not a user's fee. It is 
a tax, straight-out tax. It belongs in 
the jurisdiction of the Finance Com
mittee. If we are going to have any ra
tional budgeting process, this should 
be out of this bill. 

I am not going to go into long detail 
about my views on the fairness doc
trine anyway, but in addition to every
thing else, not only is this a tax on the 
sale of broadcast properties, it is a tax 
on free speech. Because it says that if 
the radio station or television station 
is sold and the fairness doctrine is vio
lated, the tax is increased. I am almost 
torn in theory. In theory, I want to 
support it because I think it makes the 
case against the fairness doctrine all 
the more constitutional when it is in 
court. I am not going to argue that 
point here tonight. 

I would encourage every Member of 
this Senate to realize the road you are 
walking on when you start on these 
trust funds and user fees in commit
tees and support the motion to strike 
of the Senator from Missouri. 

Mr. BENTSEN. Will the Senator 
from Missouri yield me 4 minutes? 

Mr. DANFORTH. I yield 4 minutes 
to the Senator from Texas. 

Mr. BENTSEN. Mr. President, as the 
chairman of the Finance Committee, I 
rise to support the motion on the basis 
of jurisdiction. There is no question in 
my mind but what this is a tax; and it 
is a sales tax. 

What you have in this tax is a situa
tion where the tax is calculated based 
on the value of the sale. Whether the 
station sells for $1 million or sells for 
$100 million, a 2-percent tax applies. 
Or if it has been sold after being held 
for a very short period of time, then a 
4-percent tax applies. This tax does 
not at all resemble a fee for govern
ment services, or for the use of govern
ment property. 

This tax also gives rise to numerous 
tax-type issues typically dealt with by 
the Finance Committee: Was the sale 
an installment sale? What kind of de
preciation schedule did the seller use? 
What if the price is not paid in cash? 
Those are the things which are nor
mally in the jurisdiction of the Fi
nance Committee, not within the juris
diction of the Commerce Committee, 
and I happen to serve on both of 
them. 

So I think we make a very serious 
mistake if we step over the jurisdic
tional line. Frankly, I think this tax 
could have been structured as a user 
fee and could have been nailed down 
and pinpointed in that direction. 

Therefore, I must very strongly 
resist this particular amendment. I 
must also say, insofar as what my 
ranking minority member, the distin
guished Senator from Oregon, has 
stated, what we have is a situation 
where we agreed in the summit meet
ing that we would have 400 million 
dollars' worth of user f ees-400 million 
dollars' worth-but that those things 
would be the common items in the 
House and the Senate reconcilation 
bills. 

So I consider this to be a violation of 
what we tried to do and what we com
mitted to try to bring back in confer
ence. Therefore, I must support the 
motion to strike. 

Mr. DOMENIC!. You support the 
Senator from Missouri. 

Mr. BENTSEN. I very definitely sup
port the Senator from Missouri. 

Mr. CHILES. I yield any time I 
might have in opposition to the 
motion to strike to the control of the 
Senator from South Carolina. 

The PRESIDING OFFICER. The 
Senator from South Carolina controls 
30 minutes. 

Mr. HOLLINGS. Mr. President, I 
yield myself momentarily such time as 
it will take necessary to explain the 
exact situation. 

First, Mr. President, each of the dis
tinguished Senators now that have 
spoken know how to write legislation 
and they know how to submit the par
ticular, what they call the leadership 
package. And the very fact is that my 
distinguished colleague from Oregon 
has been a violent opponent of the 
fairness doctrine and he knows how to 
get rid of it and he has been getting 
rid of it for about 2 or 3 weeks in that 
summit conference, but did not suc
ceed. 

Of course, you have the amendment 
as a perfecting amendment. And they 
know how to draw things around here, 
particularly the draftsmanship of this 
particular summit status as it is, or 

understand how the Senator from 
Oregon feels. There is no question in 
my mind it will come up again. We 
have within that Committee of Com
merce by instruction from this body, 
the U.S. Senate a veto message. Now, 
we have a sufficient majority vote to 
report that out tomorrow morning, 
but we do not have the two-thirds. 
And they know that and we know that 
and we both have been watching that 
very closely as members of that par
ticular committee. 

But I would rather not waste the 
time and get right to the substance, 
because you see the motion to strike 
strikes some $325 million from this 
particular deficit. I have been hearing 
the moaning and groaning and, oh, 
how they are going to balance the 
budget and what a wonderful job and, 
at 10:15 at night, just when we are 
ready to pass it, here comes the 
Simon-pure conferees and all of a 
sudden they are going to knock out 
$325 million from the Coast Guard 
and from the FCC, the radio spectrum 
user fee was recommended by the 
President in the first instance. They 
did not raise a point. 

I ref er particularly to page 2-55 of 
the President's budget that he submit
ted in January. He called for a spec
trum fee on that page. 

I ask unanimous consent that the 
text of that page be printed in the 
RECORD. 

There being no objection, the mate
rial was ordered to be printed in the 
RECORD, as follows: 

BUDGET OF THE UNITED STATES GOVERNMENT 

FISCAL YEAR 19 8 8 

PROPOSED DEFICIT REDUCTIONS 
(Change from current services, in billions of dollars) 

1987 1988 1989 1990 1991 1992 

Revenue changes: 
Governmental receipts ........ -0.l 
Credit reform .................... .. 
Other loan asset sales ...... . 

- 6.l -8.0 -8.6 -8.8 -8.9 
-1.3 -0.6 0.9 2.2 3.~ 
-4.2 - 1.7 -0.8 -0.3 

Privatization: 
Amtrak sale and grant 

termination................ -1.6 - 0.6 -0.7 - 0.7 - 0.7 
Sale of NPRs ................. - 2.5 - 0.3 0.5 0.7 0.6 
SaleofRMAs ................ - 1.8 - 2.6 -5.4 - 4.0 
GSA real property 

sales.......................... -0.3 - 0.4 -0.2 - 0.2 -0.2 
Terminate crop 

insurance................... -0.2 - 0.5 - 0.6 -0.7 -0.8 
Heall~ professio~ 

tra1mng subsidies ...... _- _o._1 _-_0_.2_-_o._2 _-_0_.2_-_o_.2 _-_0.2 

Subtotal, 
privatization .......... - 0.1 - 5.4 -3.7 -3.8 -6.5 -5.3 

User fees: 
Credit fees ..................... -0.3 -1.6 - 1.6 -1.7 -1.8 -1.9 
Other user fees.............. - • -1.7 -1.9 - 1.9 -1.9 -1.9 

---------~ 

Subtotal, user fees .... - 0.3 -3.2 -3.5 -3.6 - 3.7 -3.8 

Other revenue changes: 
FSLIC ........................... .. -1.6 -0.8 -0.5 0.1 - 0.9 
Medicare premium 

increase ................... .. -0.6 -1.8 -3.1 -4.4 - 5.8 

Subtotal, other 
revenue changes ... __ -_2_.l_-_2._6 _-_3.6_ -_4_.3_-_6.7 

whatever you would call it. Subtotal, revenue 
So, be that as it may, let me get to changes ... .... ......... - 0·4 - 22·4 - 2o.i - l9.5 - 21.5 - 21·2 

the point, because we are short of Interest - * - 1.3 -3.2 -6.0 -9.3 -14.3 

time. Total deficit 
I would readily agree to strike all · ___ r_ed_uction_· _5·_····_····_····_-_1._3_-_4_2·4_-_54_·2_-_6_6·2_-_79_·9_-_9_0·6 

references to the fairness doctrin.e. I • $50 million or less. 
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Mr. HOLLINGS. So that started the 

debate at the beginning of the year. 
And I will talk fast, Mr. President, be
cause it has been a very difficult expe
rience, as you well know. under this 
process. 

Once recommended, our broadcaster 
friends, who to me are the most pow
erful I know of-if you do not really 
understand. I can tell you here and 
now they can change votes right and 
left. And that is quite understandable. 
We live and breathe by television and 
that is our reelection. And when it 
comes to performing the task on a 
spectrum fee as called for by the Presi
dent. if the local broadcaster calls, you 
are going to do him a favor. You are 
not worried about the President. You 
are worried about your own reelection. 
That is common sense. I respect that. 
But they must also respect that power. 
too, because, next point: 

We debated it and it was contained 
in the budget of the U.S. Congress. 
This Senate and the House jointly 
and, thereafter, in conference, what 
did they ask for? It was a spectrum fee 
by auction. 

So you had, finally, the President 
and the Congress and the committee 
instructed. Thereupon, Mr. President, 
it got pretty heated after June 24 and 
sides piled up and particularly did 
they have a group of spectrum users 
get together known as the Alliance for 
Communication Licensing. And that 
particular Alliance for Communication 
Licensing contained the membership 
of GTE and land mobile and cellular, 
satellite, all of the different users of 
the spectrum got together vigorously 
opposing a spectrum fee by auction 
but thereupon favoring a fee by trans
fer, which is in the bill. 

The NAB-everybody ought to wake 
up at 10:15 on this one-thereupon, in 
July, they put out their reconciliation 
option. This has been a struggle as the 
chairman of the Commerce Commit
tee because we do not have any influ
ence. I have heard my distinguished 
colleague from Missouri made a very 
impassioned sort of lecture and 
sermon in the caucus, because several 
members of the caucus told me so: 
"We can't let HOLLINGS get away with 
this." HOLLINGS get away with what? 

I have been struggling all year long 
to support the decisions of the Presi
dent and the Congress. And here came 
the NAB and opened the door for old 
HOLLINGS. Here is how it reads: "NAB 
strongly opposes these proposals,•• 
which was the fees, auction fees and 
otherwise, spectrum fees. 

NAB strongly opposes these proposals 
except for an auction that is clearly restrict
ed to assigning licenses for non-mass media 
spectrum uses. 

Translation: We favor a spectrum 
fee for everybody but us. Never more 
greedy, never more selfish, never more 
stupid. 

I have been in the game 40 years and only in relation to changes in the Consumer 
I never heard them putting that down Price Index. 
in black and white. I know we lobby, NAB did not oppose this fee schedule, as 

1 its members are willing to bear their fair 
you know like Russel Long said, "Not share of the cost of FCC services. If, howev-
for you and not for me, but tax the er, congress decides to eliminate the cost
fellow behind the tree." based rationale for these fees, and to in-

This guy puts it in writing. They crease them simply to raise revenues, NAB 
made it formal policy. will oppose such a proposal. Such fees 

I obviously then, trying to fulfill would be no more than taxes, to be raised 
this, wrote the members of the com- whenever more revenues are needed. 
mittee saying on July 17 we would 3. Transfer Fees. As with increases in the 
have a conference and an executive fee schedule, NAB would oppose the imposi
markup on July 25, and we would tion of a fee on license transfers that is de
move forward with some idea of trying signed solely to meet revenue targets. Such 
to get the Coast Guard fee and the transfer fees could be increased virtually at 

will, and would make long-term planning by 
spectrum fee in there and then started station owners difficult and uncertain. 
talking to individual Senators and conclusion. NAB recognizes the serious 
saying: "Look, we have unanimity." problems caused by the federal deficit, and 

Now. you do not get that around this the Commerce Committee's obligation to 
town. We have the President, the Con- consider ways to help reduce that deficit. 
gress, all the users of the spectrum The Committee is considering far-reaching 
fee, including broadcasters, favoring proposals, however, in a context that does 
what? A spectrum fee. There is just not allow for careful deliberation, public 

b d t hearings, or other formal input from inter-
one exception: The roa cas ers say ested parties. NAB hopes that the Commit-
"N ot on us," but they do favor it in tee will reject quick, but temporary, budget 
this paper. fixes that will have severe impacts upon the 

I ask unanimous consent to have the industries within its jurisdiction. 
text of this printed in the RECORD. Mr. HOLLINGS. And so. Mr. Presi-

There being no objection, the text dent. we had unanimity, but the 
was ordered to be printed in the . broadcasters are way more powerful. 
RECORD, as follows: We could not get the meeting on July 

RECONCILIATION OPTIONS 25, and we could not get. of course. 
As part of the Budget Reconciliation proc- any meetings in the early part of 

ess, the Senate Commerce Committee is d t i · s t 
considering a number of ways in which the August an we were ry ng In ep em-
federal deficit can be reduced through reve- ber. I will never forget the distin
nues generated in programs within the guished majority leader in the Demo
Committee's jurisdiction. NAB understands cratic caucus saying: All right, we have 
that among the options being considered are extended the time, we have extended 
three that would affect the communications the time on reconciliation and every
industry. These three are: body has responded except the Com-

<1> use of auctions to assign licenses for merce Committee. And he looks over 
use of the spectrum; B t Kn 

<2> an increase in fees charged to commu- at me as if to say: Mr. udge - ow-
nications entities under the FCC's "cost of It-All and everything, you are the only 
regulation" fee schedule; and fellow in violation. It was embarrass

<3> imposition of a fee or surcharge on ing. 
transfers of licenses. I went to my colleague, Senator DAN-

NAB strongly opposes these proposals FORTH, the ranking member, and said: 
except for an auction that is clearly restrict- "JACK, look, we cannot get any votes. 
ed to assigning licenses for non-mass media They have locked us in. These broad
spectrum uses. 

1. Spectrum Auctions. congress and the casters have got them. I can tell you 
FCC have adopted a variety of policies to this, on an auction. But having taken 
encourage ownership of broadcast facilities the position they have in the alliance, 
by minorities and women. These policies are all other users endorse a spectrum fee 
intended to increase diversity of station by transfer. 
ownership, and consequently, the diversity I have got many letters here and we 
of viewpoints provided to the public. If spec- will include them in the RECORD. 
trum auctions were used to assign broadcast 
licenses, this would undermine these poli- I said, let us have a meeting and 
cies by making it even more difficult for mi- agree on that part. 
norities and women to obtain licenses. Now, in all candor, I did not mention 

Furthermore, the historical quid pro quo fairness doctrine because this gentle
for the free licenses that broadcasters re- man had taught me a lesson, the Sena
ceive is their obligation to use those licenses tor from Oregon. 
to serve their communities in the public in- In 1981, without a holler about any 
terest. This core obligation has not been hearings and hearings and notice, here 
eliminated by deregulation. It would be 
unfair to retain these obligations and also comes this broadcast crowd that beat 
require broadcasters to bid for their Ii- me all year long. They did not want a 
censes. hearing, they did not want any notice, 

2. Fee Schedule. In 1986, Congress passed because they got me beat. I could not 
legislation that established a schedule of get any vote in the Commerce Com
fees for FCC services <P.L. 99-272>. This mittee to comply with the instructions 
schedule was carefully designed to allow of the U.S. Senate. 
communications entities regulated by the But the Senator from Oregon, the 
FCC to reimburse the federal government 
for the cost of these services. By law, this former chairman in 1981, he just stood 
fee schedule is to be increased or decreased on the floor on reconciliation and put 
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in the whole deregulation of broad
casts on the reconciliation bill. 

There was not any notice, there was 
no hearing. Barry Goldwater, the 
chairman, and I had to race over here 
and we had quite a scene, but no use 
to go into that. But I remembered it 
well and I knew his opposition to the 
fairness doctrine, and that is why I did 
not mention it. But the fact remains 
not a soul objected to the process. 

I want you to look at the record. We 
met off the floor. We are going to 
meet down here in 146, then we met 
up there in 126. It has been character
ized by a broadcast, that he herded 
them in, ramrodded-you do not 
ramrod. Senators even know how to 
put a quorum. 

The other day last week they held 
us up all day long in the Budget Com
mittee because they just took the Re
publican Senators out when they did 
not have the vote so we could not get a 
quorum. So we met from 10 o'clock 
until 4:30 that afternoon and finally 
got, out of exhaustion, this particular 
reconciliation bill that is now under 
consideration. 

But the point is that I did it that 
way. We went in the room over here, 
all the broadcasters there. The room 
was jammed full. No one raised the 
point of any kind of process. They 
knew what had been going on all year 
long and we have been beat and I 
knew, with 24 hours notice, the broad
casters could change all the votes in 
this body unless the conscience would 
sell the individual. Which I hope for 
this evening-or perhaps even later on. 

Because, Heavens above, for all the 
spectrum users to come forward and 
say it is fair and we are willing to go 
along with it and here comes the rich 
of the richest-and I do not object to 
richness, but I mean of all things to 
have the audacity to come in here and 
say: Put fees on everybody but us. 

The license sold in my back yard for 
$66 million; in Little Rock, AR, for $50 
million; the average license is over 
$200 milion, and they sold $10 billion 
in licenses in 1985, all they are going 
to pay that particular county is a 
transfer fee. Why not pay the real 
value, the public spectrum which we 
are charged to protect and do some
thing about? 

Now, right to the idea of public 
broadcasting. We have had the au
thorizing bill actually vetoed twice in 
1985. Incidentally, by process, my dis
tinguished ranking member, the 
mover of this particular motion to 
strike, he put on financing for public 
broadcasting in 1985 on the reconcilia
tion bill. I have followed the lessons of 
Senator PACKWOOD and Senator DAN
FORTH in this particular instance, 
when it comes to process. Everyone 
was notified. Senator DANFORTH voted 
for what you see in this bill. He did 
make the motion thereafter to knock 
the fairness doctrine out and in . re-

spect to that, we . can do away with 
that and knock it out. It is in several 
places but I would move to strike, I 
guess, at the end of the time when it is 
yielded back. It is in four places in the 
bill and we are not playing games and 
I would move to strike it and I take it 
he would accept it and then we can 
vote. 

But we have had now on public 
broadcasting tremendous difficulty. 
The Carnegie Foundation, back 20 
years ago, recommended a spectrum 
fee. They had a joint conference in 
England, at Dixley, and I have gotten 
a letter from Clifton Daniels. Well, 
that is exactly what they recommend
ed. 

We had, actually, a fee on all televi
sion, radio sets for 15 years around 
this particular Government as an 
excise tax. But in this particular 
regard, when we could get all the users 
of the spectrum to come forth, when 
we do not have an authorizing bill and 
we have had hostility from the execu
tive branch under President Nixon
he tried to adulterate the station in 
Florida. Everybody knew about that. 
We had to save the station in Florida 
because he did not like the editorial in 
the Washington Post. 

Now comes this President redlining 
public broadcasting. We are trying to 
stabilize public broadcasting because 
over a third of their time is expended 
begging. And here is ·a well-respected 
institution that everybody likes, in
cluding the broadcasters, and we want 
to get them away from all the solicita
tion and let them put that little bit of 
money in production and give and con
tinue the fine talented network shows 
that they put on. 

I want to hold back here just for a 
moment and let my colleague from 
West Virginia talk about it, but I can 
tell you here and now, the process was 
respected. It has been awfully difficult 
for this Senator to even get the 
quorum, but let me retain the remain
der of my time and yield 5 minutes to 
the distinguished Senator from West 
Virginia. 

The PRESIDING OFFICER. The 
Senator from West Virginia is recog
nized for 5 minutes. 

Mr. ROCKEFELLER. I thank the 
Senator from South Carolina. 

Mr. President, I hope that title I is 
not stricken and I must say that there 
has been a lot of talk, not so much on 
this floor but in the Halls of this part 
of the Congress in the last week or so, 
about the process. People have com
plained about the process. The Sena
tor from South Carolina made ref er
ence to that. 

To argue about process is an easy 
thing to do, and I do not think any of 
us would argue that the process that 
we are going through in these very 
hours, days, and weeks, and will go 
through tomorrow and the next day 

and the next week is anything to brag 
about. 

What we are really talking about 
here, and what I really want to focus 
on, is the matter of public broadcast
ing itself. One can complain about the 
process, but one has to deal with the 
substance of what it is that we are 
voting on; that is a motion to strike a 
source of permanent funding for 
public broadcasting as well as a poten
tial for the next 2 years to substantial
ly reduce our deficit. 

I think this is a sound proposal in
corporated in the reconciliation pack
age. We do a lot of talking in this body 
about education. We do a lot of worry
ing about it, and competitiveness. 

It occurs to me that the history of 
these next several years is going to be 
whether or not this country can pull 
her act together in terms of educating 
our young people, children, obviously, 
in particular. I think that future is 
going to be largely tied to the way in 
which we can support public broad
casting itself. In fact, 53 percent of 
teachers use public broadcasting in 
their classrooms. 

We are talking, Mr. President, not 
about a process, not about a conflict, 
not about a matter of jurisdiction. We 
are talking about public broadcasting. 
We are not trying to square off com
mercial broadcasting versus public 
broadcasting. We are talking about a 
permanent funding for public broad
casting, which is good in and of itself. 
One hundred million Americans watch 
it. Four out of five homes watch it 
every month. 

There are 324 public television sta
tions. If you are a child, you have 
more hope through better program
ming in public television than you do 
through anything else in school; in 
fact kids spend more time in front of a 
television set than they do in school 
by the time they graduate from col
lege. 

We better hope that what they 
watch inures to their benefit. I will 
not go through the litany of all those 
public television, radio, and other pro
grams which are available to children, 
but I will say that I think it is better 
by and large than what they are able 
to get elsewhere on television. 

For adults, public television is far 
and away that particular medium 
which is most productive and helpful 
in terms of art, culture, music, drama, 
and the history of our world. There is 
more educational, fundamental, inter
esting, mind expanding in the best 
sense of the word in public television 
and radio than anywhere else in our 
country and fundamentally everybody 
in this body knows that. 

That is what is interesting about 
this debate. It is not really a differ
ence of opinion about public radio, 
public broadcasting, but we have 
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gotten ourselves caught up in the 
process of jurisdiction. It is not that. 

We have a chance, here, in this Sen
ator's judgment, to establish for the 
first time a permanent funding for 
public broadcasting. 

I have to tell you that the amount of 
money which we spend in this country 
on public broadcasting is much less 
than they do in Canada where they 
spend $25 per person; much less than 
they do in Japan where they spend 
$14 per person. We spend $4 per 
person and only 15 percent of that 
comes from the Federal Government. 
The rest comes from corporations, 
school districts, and local sources. 

But it is very hard, Mr. President, to 
raise money, not just because the 
economy is bad but because it is get
ting tougher. 

Federal funding is a necessary lever
age by all accounts in order to get 
other funding from other sources to 
pay for public broadcasting. 

Well, as the chairman of the Com
merce Committee has indicatecl, we 
have had a very hard time getting 
funding for public broadcasting. We 
end up with it. It is attached to the 
CR at the last moment. But if the 
President had vetoed it in the early 
1970's and early 1980's we would have 
had a hard time counting on funding 
for public broadcasting. 

Here is a chance for permanent 
funding. That is what we are debating. 
It reduces the deficit for 2 years and 
sets up a permanent trust fund. This 
Senator sees nothing wrong with that. 

This Senator is not attracted to the 
arguments of process or jurisdiction. 
But this Senator is attracted by the 
arguments in favor of public broad
casting. It would be this Senator's 
hope that the motion to strike will 
fail. 

Mr. DANFORTH. Mr. President, I 
yield 3 minutes to the Senator from 
New Mexico. 

The PRESIDING OFFICER. The 
Senator from New Mexico. 

Mr. DOMENIC!. Mr. President, I 
rise not because I oppose public broad
casting or the proposed method of 
funding. I just wish Senators would 
listen to where we are. 

We had a reconciliation bill hanging 
out there for about 3 months. Part of 
that reconciliation bill was this pro
posal. I really am not interested to
night in how it got there. The fact 
that it was late getting to the Budget 
Committee seems irrelevant to my ar
gument. 

That reconciliation bill, and this pro
posal, as marvelous as it is, was des
tined to the graveyard. It was gone. 
There was no reconciliation bill. It was 
never going to be called up. It was the 
one that mandated $21 billion in taxes, 
you will recall, and all the other 
things. It sat there. 

Do you know why we are here? Be
cause the President of the United 

States responded to a bipartisan group 
of Senators who asked him to go to a 
summit conference. 

You could take the reconciliation 
bill and shrivel it up and throw it 
away, including that provision, good, 
bad, indifferent, or however it was 
adopted. 

We went to a summit conference. 
The President's men went there. We 
agreed. 

I am going to tell you, there are few 
things that we agreed on that I can 
tell you as absolute and unequivocal as 
this one. 

"There will be no fairness doctrine 
in the leadership package when it 
comes to my desk for signing," said 
the President's people. 

We agreed. 
"There will be no tax on the transfer 

of television and radio." 
We agreed. 
Why did we do that? Because we 

wanted to pass a reconciliation bill. 
We lose nothing. We agreed in that 
summit conference to reduce the 
budget by x amount, and we said we 
will use user fees that both Houses 
have passed. 

This has not passed both Houses. 
There was a reason for that. We un

derstood that the other agreed-to user 
fees had been passed by both Houses 
and when you go to conf erencc on this 
leadership package it could get done 
quickly. 

The issue tonight is not whether 
this is a good package for public televi
sion, a tax or a user fee. The issue is, 
does the U.S. Senate want to send off 
to conference a piece of an old recon
ciliation bill that we just finished tell
ing the President of the United States 
we will not put in our package? Then 
we will have to take it out in confer
ence, or what? Or, we will lose the 
whole deficit reduction package. 

Why do we not just do what we 
ought to do. The President has been 
forthcoming. He is now saying, "You 
send me what I have agreed to. I will 
not back up one minute. I am buying 
taxes I was not for. I am for all these 
other things." We agreed to give life to 
a dead reconciliation bill on our word 
and his word. 

So what were we talking about 3 
months ago about equity and all these 
other things? They would have gone 
nowhere but for that summit agree
ment. 

That is why the Senator who voted 
for this provision is here on the floor 
tonight asking us to take it out. Am I 
correct, I ask the Senator from Mis
souri? 

Mr. DANFORTH. That is absolutely 
correct. I am on the opposite position 
on the merits of the fairness issue 
from the Senator from Oregon and on 
the same side as the Senator from 
South Carolina. That does not have 
anything to do with the argument 
being made. 

The PRESIDING OFFICER. The 
time of the Senator has expired. 

Mr. DOMENIC!. I yield the floor. 
The PRESIDING OFFICER. Who 

yields time? 
Mr. HOLLINGS. Mr. President, the 

President of the United States recom
mended a tax on radio and television. 
You might get in that little conference 
and have Baker and Miller tell you 
what they would like to knock out on 
account of the broadcasting, but I can 
guarantee you if we pass this we will 
get Ronald Reagan's signature. Do not 
worry about that. He recommended it. 
We have it by transfer fee and we 
have all the users agreed on this spe
cial fee, including the broadcasters. 
They just do not want it on them 
themselves. 

I do not think the President will 
have the audacity to veto that part. 

You are right about his position on 
the fairness doctrine. As I understand, 
I will make the motion at the proper 
time to strike and it will be agreed to 
and we can just vote on the substance, 
really, of taking care of the deficit to 
the tune of $325 million, and then 
that part that went onto the spectrum 
fee to go into a trust fund for the fi
nancing of public broadcasting. 

Mr. WIRTH. Will the Senator yield? 
Mr. HOLLINGS. I yield 4 minutes to 

the Senator from Colorado. 
Mr. WIRTH. I thank the Senator for 

yielding. 
I am sorry we are dropping out the 

fairness doctrine, but that is being 
done. I think the Senator is quite 
right in dropping the objectionable 
parts of the bill, objectionable to the 
administration. 

I would like to speak to what I 
thought was a good proposal by the 
administration on the spectrum user 
fee. 

Let us draw parallels between this 
and other scarce commodities that the 
public owns that are used on the pri
vate side. 

If in the State of Oregon there is a 
national forest that is timbered, 
people going in timbering it do not get 
it for nothing. It seems to me they pay 
a fee. I am sure they do. They pay a 
fee for being able to timber on that 
public land. 

If in the State of Colorado or the 
State of Wyoming someone goes in 
and wants to mine a coal seam that is 
on Federal land, they do not get to do 
that for nothing. They have to pay for 
doing it. They pay a fee for being able 
to use that scarce public resource. 

It is the same thing with grazing 
rights. If someone in the State of 
Nevada is grazing their cattle on BLM 
land, they do not get to do that for 
nothing. They pay a fee for using that 
scarce public commodity. 

The spectrum fee is no different 
than that. It is a scarce commodity. It 
is something a lot of people want. The 
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FCC allocates that as a scarce com
modity. Some people win it and some 
people lose it. Some people get it. In 
this case. however. they get it for 
nothing. unlike timber where people 
pay a fee or coal where people pay a 
fee or grazing where people pay a fee. 

For a broadcasting spectrum. the 
users pays no fee. 

So the administration was very en
lightened in suggesting. as the Senator 
from South Carolina put into the 
RECORD, a fee that they would pay for 
this scarce public goods. 

What is wrong with that? We do it 
everywhere else. We are not going to 
do it for broadcasters because they are 
a powerful lobby? I guess that is what 
the question is about here. 

They have said they would like to 
have a fee if it would not only apply to 
them. They also said they would sup
port public broadcasting. Public broad
casting was well laid out by the Sena
tor from West Virginia. 

The virtues of public broadcasting 
were clearly laid out by the Senator 
from West Virginia and the broadcast
ers themselves have said for year after 
year after year that they want to do 
everything they possibly can to sup
port public broadcasting and a com
petitive agenda and they did that after 
Gramm-Latta. After Gramm-Latta 
years ago. the administration tried to 
strip out public broadcasting altogeth
er. The broadcasters came galloping to 
the rhetorical support of public broad
casting and said they wanted to help. 
So they ran advertisements for public 
broadcasting. 

What we have here is the joining of 
two good ideas. the good idea of the 
administration to have a spectrum use 
fee to let the people who have that 
spectrum pay for it just like anybody 
else pays for a scarce public commodi
ty. That is reasonable. fair economics. 
That is one good idea. 

The other good idea was the idea 
that the broadcasters themselves had 
that what they wanted to do was to 
support public broadcasting. Here is 
the opportunity that they have. And 
we have the opportunity tonight. un
fortunately. dropping .the fairness doc
trine. getting rid of what is objection
able to the administration. to keep two 
very good ideas-first. paying for a 
scarce commodity. which is what we 
do every place where the Government 
has something that is used by a pri
vate individual and. second. the sup
port of public broadcasting by the 
broadcasters. the NAB. All of those 
folks. year after year after year. have 
said that they want to do it. I would 
hope that we could all maintain the 
proposal that came out of the Com
merce Committee. It is good economics 
and it certainly is good for public 
broadcasting. 

I thank the Senator for yielding. 

The PRESIDING OFFICER. The 
Senator•s time has expired. Who now 
yields time? 

Mr. DANFORTH addressed the 
Chair. 

The PRESIDING OFFICER. The 
Senator from Missouri. 

Mr. DANFORTH. Mr. President. 
this idea of the transfer tax may be a 
great idea. I do not know. We have 
never had a hearing on it to my knowl
edge. It may be a wonderful idea. We 
decided on it kind of on the spur of 
the moment when the Commerce 
Committee was mustered on. I think. a 
Wednesday afternoon in October. 

But the fact is that this particular 
tax. the transfer tax on radio and TV 
stations was considered by the budget 
summit negotiators and it was reject
ed. It was agreed that this was not 
going to be in the package. The same 
with the Coast Guard fees that are 
also a part of title I. This is opposed 
by the President of the United States. 

The agreement that was made by 
those who met at the summit was to 
produce a grand total of $400 million 
in user fees for 1988 and another $400 
million in 1989. That amount has been 
exceeded by the leadership package as 
it now exists. We have already exceed
ed that amount that was agreed to in 
the aggregate for user fees without 
these fees. And therefore title I con
tains fees that was not agreed to. that 
are extraneous. that are opposed. that 
are not necessary to make the total 
amount of the agreement. 

I would ask other Members of the 
Senate why pass a tax we do not need? 
There are plenty of times that we are 
called upon to vote for things we do 
not want to vote for and we absolutely 
need them. Why would any Senator 
vote for a tax we do not need? Why 
vote for a tax that will probably be 
dropped out by the House of Repre
sentatives and already has been 
strongly opposed by the President of 
the United States? Why vote for a tax 
that exceeds the aggregate amount in 
user fees that the budget summit 
people agreed that they would come 
up with? What is the reason for it? Is 
it the sheer joy of taxing people? That 
is the only argument for putting it in 
this bill. Not that it is needed for the 
package but that we really delight in 
extracting money out of people who 
want to sell radio and TV stations. If 
you want to extract it from them. 
maybe it should be done in some other 
way. Maybe there should be a spec
trum auction. Maybe that is the way 
to do it. I do not know. 

But why do we have to do it now in 
this bill in this remnant of the old rec
onciliation bill which has been purged 
from the package by the agreement of 
our congressional negotiators and 
those negotiating on behalf of the 
President of the United States? It 
makes no sense to this Senator. 

Mr. President. for that reason. I 
think that not only the fairness doc
trine aspect of title I should be struck 
for the bill but the entire title. 

I might say. as I did earlier on the 
fairness doctrine. I have stood on the 
floor of the Senate with the Senator 
from South Carolina and argued for 
the fairness doctrine. I agree with him 
on the merits. I do not think it is the 
thing to do here in this bill in this 
fashion. 

I agree on the merits on public 
broadcasting. I am not sure about the 
trust fund. but last year Senator Gold
water and I. I think played as big a 
role as anyone in the Senate in creat
ing over the President•s objection a 3-
year authorization for public broad
casting. 

I think it is wonderful to have public 
broadcasting. but that again is not the 
issue. This is shoehorning extraneous 
matter into what we believed was a 
package that was agreed to by the 
President and those who negotiated 
the budget. It is shoehorning some
thing from an old remnant of a recon
ciliation bill. something that was not 
agreed to. something that was opposed 
by those who negotiated the package. 
I never dreamed that this remnant 
would continue to survive. 

Mr. President. if Senators want to 
vote for a tax that is not necessary 
just because they delight in voting for 
a tax. this is the time to do it. 

You will have your opportunity this 
very night to vote for a tax that ex
ceeds the amount that the summit ne
gotiators came up with. You can do it 
if you really enjoy raising people•s 
taxes. I do not. I do not. 

Mr. BRADLEY. Mr. President. I 
oppose the provision in the reconcilia
tion bill added by the Commerce Com
mittee to impose a tax on the sale or 
transfer of any radio spectrum license. 
This tax would apply to all users of 
the radio spectrum-including radio. 
television. cellular radio. paging. and 
business radios. 

Mr. President. I take no position on 
the merits of the proposal. I strongly 
support public broadcasting and look 
forward to finding ways to provide it 
with stable and long-term funding au
thority. A transfer tax may even be a 
worthwhile mechanism to do so. There 
may be better ways. 

But the merits of this proposal are 
not the primary issue for me. 

I am extremely concerned about the 
precedent which would be set in allow
ing committees-other than the Fi
nance Committee-to consider and 
report tax legislation to the Senate. 

The proposal before us establishes a 
percentage of the sale price of any 
spectrum license which would be 
levied and used to support grants to 
public broadcasting. While I recognize 
the argument that this is a f ee-simi
lar to mineral leases and royalty pay-
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ments, I find more persuasive the case 
that this is an excise tax-similar to 
Federal gasoline taxes-and as such, 
should be considered by the Finance 
Committee. 

This is more than some petty feud 
between the Commerce Committee 
and the Finance Committee. It is im
portant to have a coherent tax policy. 
If each committee can formulate 
taxes, a coherant policy will be impos
sible. I am particularly concerned 
about the consequences as each com
mittee is required to meet its Gramm
Rudman-Hollings targets. Committees 
will be formulating fees in order to 
avert the need to adopt cuts. 

I understand the pressure that com
mittees feel to meet their budget tar
gets. But good public policy requires 
that taxing authority be concentrated 
in one central committee which has 
overall responsibility and accountabil
ity. For that reason, I must vote to 
strike the Commerce Committee meas
ure. I hope we will have the opportuni
ty very soon to devise a way to assure 
an · authorization base for public 
broadcasting. 

The PRESIDING OFFICER. Who 
now yields time? 

Mr. ROCKEFELLER. Will the Sena
tor yield? 

Mr. HOLLINGS. I yield to the dis
tinguished Senator from Hawaii. 

The PRESIDING OFFICER. The 
Senator from Hawaii. 

Mr. INOUYE. Mr. President, not 
wishing to be redundant in my re
marks, may I just simply say that I 
support the chairman of the Com
merce Committee. His argument has 
much merit and I think it is deserving 
of the most serious consideration by 
this body. I think all of us support 
public broadcasting. We have said so 
in speeches, in articles, and other re
marks. This is the time to show our 
support. 

I thank the Senator. 
Mr. HOLLINGS. Mr. President, my 

colleagues from Missouri said we 
might have a spectrum auction. He 
knows better. We struggled all year 
long with the spectrum auction ever 
since the President recommended that 
in January. We could not get a vote on 
the entire committee, not one vote. 
Broadcasting has this fixed. And then 
he ends up and says why vote for a tax 
we do not need? 

Now, most respectfully, I heard 
years back when I came here, Wash
ington was the only insane asylum in 
the world run by the inmates; they 
were trying to make marijuana legal 
and make tobacco illegal. We are 
struggling at midnight to find $9 bil
lion in increased taxes so on January 
l, in 20 days, we can decrease it $17 
billion. And now even if you adopt the 
leadership package word for word you 
would still have a $140 billion deficit. 

Do not need? We have cried for the 
Corporation of Public Broadcasting. I 

have never seen a more outstanding 
group, both in radio and television. We 
have been loyal to them and they have 
been loyal to the people and they cer
tainly have not been polishing by put
ting us on or taking us off programs. I 
participate very seldom, but I have 
been in this public broadcasting since 
we started the State system back over 
25 years ago. And right to the point, 
we need to stabilize the financing of 
this magnificent system. 

We cannot get an authorizing bill 
through President Ronald Reagan. He 
red-lines it. So I am not a bit surprised 
how he is now reacting. But the point 
is we need to stabilize it and the best 
way in the world is to take a spectrum 
fee that is unanimously supported by 
the Congress, voted on, by the Presi
dent, suggested in his budget, and by 
all users of the spectrum including the 
broadcasters. They believe in a spec
trum fee but not for themselves. 

If you want to vote that selfishness, 
I hate to be the one preaching, I hate 
to be the one preaching, but if you 
want to draw down about what is 
needed, if you want to be that selfish, 
go ahead because we need it. We need 
it for the deficit. We need way more, 
another $140 billion to get ours 
straightened out here and get us in 
line with municipal government and 
State government at every level. They 
have to pay their bills. Just vote for 
taxes because we like them? Voting for 
paying bills because we like to pay the 
bills and more than anything else we 
would like to set up a good trust fund 
supported across the board by every
one for public broadcasting? 

I yield my remaining time to the dis
tinguished Senator from West Virgin
ia. 

The PRESIDING OFFICER. The 
Senator from West Virginia is recog
nized for 2 minutes. 

Mr. ROCKEFELLER. I thank the 
Senator from South Carolina. 

I ask the Senator from Missouri if 
he will yield to me for a question. 

Mr. DANFORTH. Yes. 
Mr. ROCKEFELLER. The Senator 

made a point that what we are trying 
to do here is shoehorn the public 
broadcasting money into an inappro
priate vehicle. He says that he is very 
much for public broadcasting, he is 
not sure about a trust fund, but he is 
for public broadcasting and presum
ably for the funding thereof and 
points to his own work on the matter 
last year. 

But is it not true that the President 
twice in 1984 vetoed possibilities for 
this? We had to in fact attach it at the 
last moment on the Budget Reconcili
ation Act, and that this really is the 
point: that we are in fact talking about 
the substance and the funding of 
public broadcasting; that at least in 
this administration and in a previous 
one in the early 1970's there has been 
a conscious and real attempt to 

remove the funding for public broad
casting. This is not a peripheral issue 
at all but a matter of are we going to 
have a funding source that we can 
count on through various administra
tive philosophies for public broadcast
ing because, in fact, it has been vetoed 
by this President? Is that not why we 
are forced to come to a process like 
this? 

Mr. DANFORTH. I would answer 
the Senator from West Virginia by 
saying I really do not think that is the 
point. I think if that were the point 
then we would have a hearing on the 
subject of a trust fund. Then we would 
proceed to mark up a bill on the sub
ject of a trust fund, and we would 
fight the battle of public broadcasting. 
And we would fight the battle of how 
it is funded and whether or not a trust 
fund is created in a very open and 
direct manner. I think that is the way 
we could handle it. 

The PRESIDING OFFICER. The 
time of the Senator from West Virgin
ia has expired. 

Mr. DANFORTH. Mr. President, I 
am on my own time. 

The PRESIDING OFFICER. The 
Senator is recognized. . 

Mr. DANFORTH. What happened 
here was the members of the Com
merce Committee were convened one 
afternoon for the purpose of address
ing the question of reconciliation back 
when the old original reconciliation 
bill was still a live item. We met and 
with no notification at all we were told 
that the fairness doctrine was a part 
of the package, and we were given a 
written couple of pages on what we 
were doing. There had been no prior 
notice. We had waived. 

As a matter of fact, I had gone 
around to the minority members of 
the Commerce Committee and asked 
them if they would be willing to waive 
any objection to this hurried meeting. 
They said of course we will waive any 
objection to the hurried meeting. We 
went down, and then were told some
thing we never expected, never under
stood before; and, that was that the 
fairness doctrine was going to be codi
fied in this legislation. 

I do not think the Members on this 
side would agree to that. I happen to 
agree with the fairness doctrine. I 
agree with codifying the fairness doc
trine. But it was done by slipping it 
into this package on reconciliation. 

I have to say to the Senator from 
West Virginia that I never realized 
that we had created a trust fund for 
public broadcasting until the following 
week. I had been back to Missouri in 
the interim. I had come back to Wash
ington. I received a telephone call 
from a constituent informing me for 
the first time that we had voted to 
create a trust fund for public broad
casting. I do not think that is right. 
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I think that public broadcasting has 

a future in this country, and it certain
ly should. It is because it touches the 
basic values that we want to perpet
uate. I do not think that it furthers 
the values that we want to hold up for 
public broadcasting to try to slip it in. 
That is what has been done here. 

If the Senator from West Virginia 
wants to introduce a bill on public 
broadcasting, I may well not support 
him because I was the one who insist
ed on extending the authorization to 3 
years last year. That is what we did. 
We have an authorization that goes to 
1990. I take pride in having done that. 

But I do not believe it is right to try 
to do it by not informing people, by 
not having hearings, by not having the 
markup and slipping it into reconcilia
tion without any prior efforts to ac
complish the same thing in the usual 
way. 

Mr. ROCKEFELLER. Will the Sena
tor yield? 

Mr. DANFORTH. Of course. 
Mr. ROCKEFELLER. I very much 

respect what the Senator is saying, but 
again we have come back to that 
matter of process as opposed to the 
substance of the issue. I think the 
Senator will agree that in fact it was 
on a reconciliation bill in 1985-that 
this matter for funding for public 
broadcasting was indeed attached, and 
the very point at which we are at this 
moment. Would the Senator not agree 
with that? 

Mr. DANFORTH. The public broad
casting has been, at least when I was 
chairman of the committee, something 
on which we held hearings and on 
which we reached agreement within 
the committee. It was handled very 
openly and very directly. That is the 
way I think it should be handled. But 
I think really the question here is: 
Should the Senate of the United 
States renege on the budget agree
ment that was reached with the Presi
dent of the United States and with the 
other negotiators? Should we renege 
on it? We have agreed to adopt the 
leadership package. We have done 
that. Now should we undo what had 
been agreed to? 

This was not agreed to. This was not 
part of the deal. This was contrary to 
what the deal was; contrary to what 
the leadership came up with. And for 
that reason, I just do not think we 
should do it. 

Mr. President, if I have any more 
time, I do not see any other Senator 
who wants to speak on the subject-

Mr. HOLLINGS. Would the distin
guished Senator yield? 

Mr. DANFORTH. Of course. 
Mr. HOLLINGS. When the Senator 

says it was not a deal, would he mind 
if we put in the RECORD a transcript of 
our particular markup which shows on 
its face it was allocated to public 
broadcasting? 

I ask unanimous consent that we in
clude it in the RECORD. 

There being no objection, the mate
rial was ordered to be printed ln the 
RECORD, as follows: 

[Committee on Commerce, Science, and 
Transportation] 

The CHAIRMAN. Yes. It cannot be retroac
tive. I would rather lose a few million bucks, 
or whatever they are. Incidentally, those 
particular licenses increase about 10 percent 
each year and they continue to increase, 
and we continue to lose out entirely on 
them. 

I think it is a manifestly good way of 
BUDGET RECONCILIATION trying to respond to our reconciliation and 

WEDNESDAY, OCTOBER 21, 1987 not being punitive. I know if you have, for 
U.S. SENATE, example, an inspection fee, I would go in 

COMMITTEE ON COMMERCE, SCIENCE, and bid in my area as high as I could go to 
AND TRANSPORTATION, cut out the competition. This way, it only 

Washington, DC. falls on those who transfer, and everybody 
The Committee met, pursuant to the Call pays alike. 

of the Chair, at 2:35 p.m., in Room S-146, Senator STEVENS. Where did you get this 
The Capitol, the Hon. Ernest F. Hollings 315 E thing on the Fairness Doctrine? How 
<chairman of the committee> presiding. does that come in here? . 

Present: Senators Hollings, Inouye, Ford, The CHAIRMAN. What we are trying to do 
Riegle, Exon, Gore, Rockefeller, Kerry, is get that back in. 
Breaux, Danforth, Kassebaum, Stevens, Senator STEVENS. You do not want my 
Kasten, and McCain. vote then? [Laughter.] 

The CHAIRMAN. It was envisioned in the The CHAIRMAN. Oh, yes. 
present January budget that there be a The Coast Guard one, Ted, you can de-
vote, and we continued to discuss our debate scribe it. This is the one that you put in. It 
on and off the floor and with our col- is a user fee charge schedule for different 
leagues, and we never could get, frankly, a types of direct services. 
vote to support that. As an alternative, and The Secretary would also establish an 
I am somewhat embarrassed that we have SOS stamp system, involving the sale of the 
not been able to conform with the reconcili- stamp permitting purchasers to receive the 
ation construction on the Committee. We Coast Guard services without charge, and 
all have been talking back and forth of what the Secretary would not be authorized to 
are the ways to approach this. charge a users fee unless users have had a 

We thought of two ways to comply: one reasonable opportunity to purchase the 
with the transfer fee; and the other with stamp. 
the Coast Guard fee that we passed out of It is the same bill that we reported out 
this Committee, Senator Stevens' and my and debated in the Committee. 
bill last year. Under the transfer fee, what Senator STEVENs: Well, they came at us in 
we would charge is 2 percent on the trans- the first place, remember Mr. Chairman, 
fer. In other words, on everyone that sells a with a request for a user fee applied by ton
station, upon the transfer just like if you nage and by length of the boat and what 
sell your property in downtown Washing- the function of the boat was. It got so sub
ton, it is 1 percent in and 1 percent out. jective that it cost so much money to really 
There would be a 2 percent transfer fee. put it into effect. 

It would be 4 percent for broadcast Ii- I suggested that let us just have a stamp 
censes transferred within three years. In similar to the duck stamp concept. If you 
other words, we have been trying to do have a stamp then you still do not have to 
something to cut down on the trafficking of pay any fees if you asked for service from 
licenses in a lesser period than some three the Coast Guard, that is, for towing and 
years. that sort of service. 

We checked with CBO, and that brings in If you do not have the stamp, then it 
$340 million. The Coast Guard, what I call would be subjected. You would be assessed a 
the WEP triple E, that is, you either pay for fair value for the service you asked for, and 
the rescue effort, you pay for the rescue that can be substantial for a weekend 
effort we have or you buy a membership. boater to be towed back into port. 
The Coast Guard fee as proposed by Sena- I suggest that it is an offer that every 
tor Stevens and we reported out as a Com- boater would not be able to refuse. It is the 
mittee last year would bring in $50 million. kind of stamp that everyone would have. It 

We have the allocation of the transfer fee amounts to a support of the Coast Guard. 
funds of some $340 million to the two years Everyone that I have talked to said fine, I 
of our reconciliation construction, and will pay that. 
thereafter, allocated to public broadcasting. The CHAIRMAN. Senator Inouye moves 

There is an element in here also with re- that we have 11 and now we have 12. 
spect not only to the trust fund to go to Senator INOUYE. I move that the section 
public broadcasting, but the compliance be adopted, subject to amendment. 
with the Fairness Doctrine to the effect Senator McCAIN. Mr. Chairman, I have 
that the fee, instead of 2 percent would be 3 some further discussion before the vote. 
percent, 1 percent more. The CHAIRMAN. Surely. 

We have talked this around and I hope it Senator McCAIN. I do not understand the 
is all in front of you. We would be glad to rationale for codifying the Fairness Doc
discuss it and answer any questions that trine as we are trying to work on reconcilia
there are. tion here and trying to get everybody to 

Senator INOUYE. We have a quorl,llll, Mr. agree. 
Chairman. It is a very controversial issue, and one 

Senator DANFORTH. Mr. Chairman, on this that would not have a place whether you 
transfer fee, what would be the effective happen to support or not support the Fair-
date? ness Doctrine. 

The CHAIRMAN. The effective date, you Perhaps you could illuminate me on why 
would have to do it after the enactment of it is necessary to have that in this reconcili
the bill. You cannot say after October 1, be- ation. 
cause you cannot figure it in. We have The CHAIRMAN. Well, you are fairly well il
changed that, to the enactment of the bill. luminated. I think we are all illuminated on 

Senator DANFORTH. The enactment of the that particular score, John, you know that. 
bill. ' [Laughter.] 
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Senator McCAIN. In the interest of fair

ness, do you not want to drop that out? 
The CHAIRMAN. No, I would like to put it 

in there and just put it as a part of this par
ticular measure. We have got it and have 
had it before our Committee. 

The question is, should we move it or do 
you want to get an amendment? Should we 
report it? I do not want you folks to leave 
before we report it, subject to amendment. 

Senator RIEGLE. I second. 
All in favor, say aye. 
CA chorus of ayes.> 
Senator KAssEBAUM. Wait just a second. 
The CHAIRMAN. Yes, ma'am. 
Senator KASSEBAUM. Excuse me. What are 

we reporting, subject to amendment? 
The CHAIRMAN. These two proposals. I 

still do not know where the Fairness Doc
trine is, is that what we are talking about 
that could be amended? 

Any part of this can be amended. 
Senator DANFORTH. I was going to ask a 

question about the Coast Guard. 
The CHAIRMAN. Yes. 
Senator DANFORTH. We had a proposal last 

year, correct, on this? 
The CHAIRMAN. Right, and this is it. 
Senator DANFORTH. A draft type thing? 
The CHAIRMAN. Yes. 
Senator DANFORTH. Is this identical to 

what we agreed upon last year? 
The CHAIRMAN. That is identical to it. 

That is what I asked to have passed. 
Senator DANFORTH. We are passing the 

same version? 
The CHAIRMAN. The same version of it, 

that is right. 
Subject to amendment, all in favor of re-

porting it, say aye. 
CA chorus of ayes.) 
The CHAIRMAN. Opposed? 
Senator STEVENS. The Fairness Doc

trine--
Senator KASTEN. Mr. Chairman, can we 

have a record vote on that question, so that 
we can have it clear about on which side 
these people were? 

The CHAIRMAN. Sure. 
Senator KASTEN. I think some of us are 

confused. You got the votes, but I think 
some of us would like to be on record. 

Senator STEVENS. I would move to delete 
the 1 percent fee for those who are found to 
be willfully violating the Fairness Doctrine, 
which no longer exists. 

The CHAIRMAN. You heard the motion and 
you want a roll call? 

Senator STEVENS. I want everyone to un
derstand what happened, because if this 
goes to reconciliation it means that it is 
going to be a very controversial thing for 
some of us. Support reconciliation, period. 

This ought not to be there. It is just put
ting a 1 percent fee on a doctrine that the 
FCC already has. 

Senator KASTEN. Mr. Chairman, I simply 
asked for a record vote on the question that 
we just prevailed on a voice vote, as to re
porting the bill subject to amendment. 

The CHAIRMAN. Let us get that. Let us 
have a record vote. The Clerk will call the 
roll. 

The CLERK. Mr. Inouye? 
Senator INOUYE. Aye. 
Senator BREAUX. Mr. Chairman, before we 

call, are we voting on what, just the Coast 
Guard user fees? 

The CHAIRMAN. No. We are reporting on 
the whole matter, subject to amendment. 

Senator STEVENS. It will still be subject to 
amendment? 

The CHAIRMAN. Right. 
The CLERK. Mr. Ford? 

Senator FORD. Aye. 
The CLERK. Mr. Riegle? 
Senator RIEGLE. Aye. 
The CLERK. Mr. Exon? 
Senator ExoN. Aye. 
The CLERK. Mr. Gore? 
Senator GORE. Aye. 
The CLERK. Mr. Rockefeller? 
Senator ROCKEFELLER. Aye. 
The CLERK. Mr. Bentsen? 
The CHAIRMAN. Aye, by proxy. 
The CLERK. Mr. Kerry? 
Senator KERRY. Aye. 
The CLERK. Mr. Breaux? 
Senator BREAUX. Aye. 
The CLERK. Mr. Adams? 
Senator ADAMS. Aye. 
The CLERK. Mr. Danforth? 
Senator DANFORTH. Aye. 
The CLERK. Mr. Packwood? 
Senator DANFORTH. No, by proxy. 
The CLERK. Mrs. Kassebaum? 
Senator KASSEBAUM. No. 
The CLERK. Mr. Pressler? 
<No response.) 
The CLERK. Mr. Stevens? 
Senator STEVENS. No. 
The CLERK. Mr. Kasten? 
Senator KASTEN. No. 
The CLERK. Mr. Trible? 
<No response.) 
The CLERK. Mr. Wilson? 
<No response.) 
The CLERK. Mr. McCain? 
Senator McCAIN. No. 
The CLERK. Mr. Chairman? 
The CHAIRMAN. Aye. 
Mr. Adams votes aye by proxy. He is pre

siding today. 
The CLERK. There are twelve ayes and five 

nays. 
Senator DANFORTH. Mr. Chairman? 
The CHAIRMAN. Yes, sir. 
Senator DANFORTH. Mr.Chairman, I have 

stood by you on the floor on the Fairness 
Doctrine. We have made this argument to
gether, and I agree with you on the Fairness 
Doctrine. But, it is clear that on our side at 
least, there are very strong feelings against 
it. 

Obviously, very strong feelings in the Ad
ministration on this subject. And for that 
reason, I really believe that I had no idea 
that the Fairness Doctrine was going to be a 
part of this. In fact, we have not had an op
portunity to study the whole thing. At least 
some of our members have raised questions 
to this whole concept. I thing we have gone 
along with that. 

I really think that it really is pushing it a 
little bit too far to try to deal with the Fair
ness Doctrine in this legislation. Therefore, 
I would move that we delete the Fairness 
Doctrine provision. 

The CHAIRMAN. Very good. You have 
heard the motion. Is there any discussion? 

<No response.> 
The CHAIRMAN. Do you want to call the 

roll on that? · 
The CLERK. Mr. Inouye? 
Senator INOUYE. No. 
The CLERK. Mr. Ford? 
Senator FoRD. No. 
The CLERK. Mr. Riegle? 
Senator RIEGLE. No. 
The CLERK. Mr. Exon? 
Senator ExoN. No. 
The CLERK. Mr. Gore: 
Senator GORE. No. 
The CLERK. Mr. Rockefeller? 
Senator RocKEFELLER. No. 
The CLERK. Mr. Bentsen? 
The CHAIRMAN. No, by proxy. 
The CLERK. Mr. Kerry? 

Senator KERRY. No. 
The CLERK. Mr. Breaux? 
Senator BREAUX. No. 
The CLERK. Mr. Adams? 

' The CHAIRMAN. No, by proxy. 
The CLERK. Mr. Danforth? 
Senator DANFORTH. Aye. 
The CLERK. Mr. Packwood? 
Senator DANFORTH. Aye, by proxy. 
The CLERK. Mrs. Kassebaum? 
Senator KASSEBAUM. Aye. 
The CLERK. Mr. Pressler? 
<No response.) 
The CLERK. Mr. Stevens? 
Senator STEVENS. Aye. 
The CLERK. Mr. Kasten? 
Senator KASTEN. Aye. 
The CLERK. Mr. Trible? 
<No response.) 
The CLERK. Mr. Wilson? 
<No response.) 
The CLERK. Mr. McCain? 
Senator McCAIN. Aye. 
The CLERK. Mr. Chairman? 
The CHAIRMAN. No. 
The CLERK. There are 6 ayes and 12 nays. 
Senator DANFORTH. How much money did 

we raise, Mr. Chairman? 
The CHAIRMAN. Well, I think $340 plus the 

$50 is $390. 
Senator DANFORTH. What was our goal? 
The CHAIRMAN. The $394. The $340 could 

be more. I say that because CBO just gave 
us an earlier estimate, and I think we can 
get them up $4 million. 

Thank you very much. 
(Whereupon, at 2:55 p.m., the hearing ad

journed.) 
Mr. HOLLINGS. As the Senator 

refers to, did not the chairman include 
public broadcasting funding in 1985 on 
the reconciliation bill? The Senator 
from Missouri was the chairman. 

Mr. DANFORTH. Of course, I did. 
Mr. HOLLINGS. I thank him very 

much. I am just trying to follow his 
lead. 

Mr. DANFORTH. No; not quite. We 
had hearings on the subject. We noti
fied the members of the committee 
about · what we were doing. I do not 
recall. I am glad the transcript is going 
in the RECORD but I do not recall any 
discussion in the Commerce Commit
tee on creating a trust fund for public 
broadcasting. Maybe it was discussed. 

Mr. President, I yield back the bal
ance of my time. I ask for the yeas and 
nays. 

The PRESIDING OFFICER. Is 
there a sufficient second? There is a 
sufficient second. 

The yeas and nays were ordered. 
Mr. LEVIN. Mr. President, in voting 

to support Senator DANFORTH's motion 
to strike title I, I want to nevertheless, 
reiterate my support for public broad
casting and my recognition of the 
value of there being a stable source of 
funding for it. However, as title I is 
presented to us on the floor tonight, 
we would have to agree to Coast 
Guard user fees as well. I have long 
been concerned about the administra
tion's attempts to impose Coast Guard 
user fees as a matter of policy and as a 
matter of the disproportionate impact 
that they would have on my constitu-
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ents in Michigan. As attractive as the 
public broadcasting elements of title I 
are to me, I cannot support that title 
as long as it includes these new Coast 
Guard user fees. 

The PRESIDING OFFICER. All 
time has expired. 

AMENDMENT NO. 1265 

Mr. HOLLINGS. Mr. President, I 
move to strike. This is a motion to 
strike as contained on several pages. It 
has been checked by the distinguished 
Senator from Missouri. 

I send it to the desk and ask for its 
immediate consideration. 

The PRESIDING OFFICER. The 
clerk will report. 

The assistant legislative clerk read 
as follows: 

The Senator from South Carolina CMr. 
HOLLINGS] proposes an amendment num
bered 1265. 

Mr. HOLLINGS. Mr. President, I ask 
unanimous consent that reading of the 
amendment be dispensed with. 

The PRESIDING OFFICER. With
out objection, it is so ordered. 

The amendment is as follows: 
On page 2, line 19, strike the comma and 

insert in lieu thereof a period. 
Strike all from line 20 on page 2 through 

line 2 on page 3. 
On page 3, line 7, strike", or 5". 
On page 3, strike lines 8 through 9 and 

insert in lieu thereof "of". 
Strike all from line 18 on page 6 through 

line 10 on page 7. 

Mr. HOLLINGS. That is what we 
did. This amendment was sent to the 
Senator from Missouri, and he 
changed it a little bit. 

Mr. DANFORTH. Mr. President, my 
motion to strike goes to the entire title 
I. What Senator HOLLINGS is doing, in 
effect, is to agree to strike that por
tion of title I that codifies the fairness 
doctrine. 

So, if we agree to this-and I, of 
course, am agreeable to it-this would 
still leave in title I, the two taxes, the 
Coast Guard user fee and the transfer 
fee for the radio and TV stations, and 
would also leave in the trust fund for 
public broadcasting. Of course, I agree 
with striking the fairness doctrine. 

Mr. HOLLINGS. Mr. President, in 
order to save time. I yield back our 
time on the amendment. 

Mr. DANFORTH. I yield back my 
time. 

The PRESIDING OFFICER. The 
question is on agreeing to the amend
ment. 

The amendment <No. 1265> was 
agreed to. 

Mr. HOLLINGS. Now we go to the 
Danforth amendment. 

The PRESIDING OFFICER. The 
question is on agreeing to the amend
ment of the Senator from Missouri. 
On this question the yeas and nays 
have been ordered, and the clerk will 
call the roll. 

The legislative clerk called the roll. 

Mr. ARMSTRONG <when his name 
was called>. Present. 

Mr. CRANSTON. I announce that 
the Senator from North Dakota [Mr. 
BURDICK]. the Senator from Connecti
cut [Mr. DODD], the Senator from Ten
nessee [Mr. GORE] and the Senator 
from Illinois [Mr. SIMON] are necessar
ily absent. 

Mr. SIMPSON. I announce that the 
Senator from California [Mr. WILSON] 
is necessarily absent. 

The PRESIDING OFFICER. Are 
there any other Senators in the Cham
ber who desire to vote? 

The result was announced-yeas 66, 
nays 28, as follows: 

CRollcall Vote No. 407 Leg.] 
YEAS-66 

Baucus Exon Mitchell 
Bentsen Garn Moynihan 
Bingaman Gramm Murkowski 
Bond Grassley Nickles 
Boren Harkin Packwood 
Boschwitz Hatch Pell 
Bradley Hatfield Pressler 
Breaux Hecht Proxmire 
Bumpers Heflin Pryor 
Chafee Heinz Quayle 
Cochran Helms Riegle 
Cohen Humphrey Roth 
Conrad Karnes Sanford 
D'Amato Kassebaum Shelby 
Danforth Kasten Simpson 
Daschle Levin Specter 
DeConcini Lugar Stafford 
Dixon Matsunaga Stennis 
Dole McCain Stevens 
Domenici McClure Symms 
Duren berger McConnell Trible 
Evans Melcher Wallop 

NAYS-28 
Adams Inouye Rockefeller 
Biden Johnston Rudman 
Byrd Kennedy Sar banes 
Chiles Kerry Sasser 
Cranston Lautenberg Thurmond 
Ford Leahy Warner 
Fowler Metzenbaum Weicker 
Glenn Mikulski Wirth 
Graham Nunn 
Hollings Reid 

ANSWERED "PRESENT"-1 
Armstrong 

Burdick 
Dodd 

NOT VOTING-5 
Gore 
Simon 

Wilson 

So the amendment <No. 1264) was 
agreed to. 

Mr. DANFORTH. Mr. President, I 
move to reconsider the vote by which 
the amendment was agreed to. 

Mr. DOMENIC!. I move to lay that 
motion on the table. 

The motion to lay on the table was 
agreed to. 

The PRESIDING OFFICER. The 
majority leader is recognized. 

ORDER OF PROCEDURE 

Mr. BYRD. Mr. President, I take the 
floor at this time just to acquaint Sen
ators with the program for tomorrow 
and to thank all Senators on both 
sides of the aisle for the very excellent 
cooperation that the leadership on 
both sides had received from all Sena
tors. 

The reconciliation bill which was ex
pected to take a couple of days at least 
is about to be passed. I understand 

that there are no further amendments 
that would require rollcall votes in the 
judgment of the managers. There are 
technical amendments, and so on. 

I would like to have the first rollcall 
vote begin tomorrow morning at 9:30. 
It will be a half-hour rollcall vote and 
it will be a vote on the nomination for 
the Secretary of Labor. 

So this rollcall vote will begin at 
9:30. It will be a 30-minute rollcall 
vote. 

Then the Senate will proceed to the 
continuing resolution. 

Now, if we do not finish the continu
ing resolution tomorrow, we have no 
alternative but to be in Saturday and 
work on that continuing resolution. 
Midnight of next Wednesday is the 
deadline and if we do not have a con
tinuing resolution that is adopted, 
goes to conference, goes to the Presi
dent, is signed by the President by 
midnight next Wednesday, there has 
to be another temporary extension. 

So the sooner that we can get that 
continuing resolution to conference, 
the sooner we are going all of us 
home. 
If we are in Saturday, we have to be 

back in Monday if we do not finish. So 
I would urge Senators to think about 
this this evening and see if they 
cannot within their own minds and 
hearts decide to restrain themselves 
on calling up amendments. 

Let us not have the usual Christmas 
tree effort here as we are so close to 
Christmas time. Let us avoid calling 
up amendments if we can possibly do 
so. Obviously there are only going to 
be few amendments called up. We 
have, I believe, four pages of single
spaced amendments. That is folly. So I 
am urging all Senators on both sides 
to think over tonight and in the morn
ing we will have our joint whip groups 
contact Senators and see if they want 
to agree not to call up their amend
ments. 

And those who feel so bound and 
compelled to call up amendments, we 
will ask them if they will be agreeable 
to entering into a time agreement on 
the amendment. Let us finish the CR 
tomorrow night. It seems to me we 
ought to be able to take up necessary 
amendments tomorrow and dispose of 
them. I understand from the Republi
can leader that they have seven 
amendments on his side of the aisle. 

Mr. DOLE. I think the word got out. 
It is up to 15. But we could probably 
whittle that down with a little pres
sure. 

Mr. BYRD. I hope that we will pray 
about it tonight and that we will re
member that if we do not get this CR 
finished, we only have one more week 
and then it is Christmas week. I do not 
believe anyone in here relishes the 
idea of being in here on Monday of 
Christmas week, or Tuesday of Christ-
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mas week, or Wednesday of Christmas 
week. 

Mr. DOLE. Will the majority leader 
yield? 

Mr. BYRD. Yes. 
Mr. DOLE. Can I assume we will be 

meeting again next year? In case any
body does not get to do it tomorrow, 
they could do it early next year prob
ably. 

Mr. BYRD. Yes. And if we have the 
kind of cooperation that we had on 
this reconciliation measure, they will 
not come back next year until the 
25th of January. 

So I again thank you all, and I hope 
that you will consider cutting these 
amendments down. Let us desist in 
calling up amendments to the CR. 

Now, having said all that, inasmuch 
as there are not going to be any roll
call votes on amendments tonight, if 
no Senator indicates he wants a yea 
and nay vote on final passage, let us 
call it a day. 

All right, there will be no more roll
call votes on this matter or any other 
today. 

Mr. CHAFEE. Mr. Leader, you men
tioned that if we made good progress 
on the CR tomorrow and perhaps if 
we finished it Saturday, would we be 
in Monday or have you any indication 
on what we will do on Monday? 

Mr. BYRD. If we finish tomorrow, 
we will not be in on Saturday. If we do 
not finish it tomorrow, we will be in 
Saturday. 

Mr. CHAFEE. And if we finish on 
Saturday, do you have any thoughts 
on Monday? 

Mr. BYRD. If we finish it on Satur
day, we will not be in on Monday be
cause this is all we are going to do 
unless we have items that can be 
passed by unanimous consent. This is 
all, the CR and the reconciliation 
measure. 

I thank everyone. There will be no 
more roll call votes today. 

Mr. STEVENS. Mr. President, just 
before the Senate retires tonight, I 
want to indicate that I would have 
asked for a rollcall vote-

The PRESIDING OFFICER. The 
Senate will be in order. The Senator 
from Alaska has the floor. 

Mr. STEVENS. I would have asked 
for a rollcall vote. I will not do so. But 
I want to register a strong objection to 
one portion of this bill. I think all 
Members ought to know what is in it, 
because I think you will rue the day 
that you did not vote on this section. 

I have tried now for several days to 
get a costing out by the Office of Man
agement and Budget for an alternative 
to a section in the Government Affairs 
portion of the leadership amendment. 
That portion requires the Postal Serv
ice to delay its capital investment pro
grams and absorb the Federal employ
ee cost within its overall budget. 

Mr. BYRD. Mr. President, the Sena
tor is entitled to be heard. May we 
have order? 

The PRESIDING OFFICER. The 
majority leader is right. The Senate is 
not in order. The Senator from Alaska 
has the floor and wishes to be heard. 
Will Senators please take their seats 
and refrain from talking? 

Mr. STEVENS. I thank my friend, 
the majority leader and the Chair. 

Let me repeat. This provision re
quires the Postal Service to delay its 
capital investment program and to 
absorb the Federal employee health 
benefit costs within its overall budget 
to cover the cost of these reforms. 

It specifically states that an increase 
in rates, borrowing, or operating budg
ets will not be allowed to finance these 
new payments. 

Now, Mr. President, we have not ap
propriated moneys for the operation 
of the Postal Service since 1982. Prior 
to the organization of the Post Office 
in 1970, one-fourth of the Postal Serv
ice budget was paid from the Treas
ury. And the Postal Service has, in 
fact, lived up to its requirement under 
the existing law to break even. We 
have a constitutional responsibility-

Mr. GLENN. Mr. President, may we 
have order? 

The PRESIDING OFFICER. The 
Senator from Ohio raises a point of 
order that the Senate is not in order. 
Will Senators please take their seats? 
Staff will please leave the rear of the 
Chamber or be seated. 

The Senator from Alaska. 
Mr. STEVENS. Again, I thank the 

Chair. 
We have a constitutional responsibil

ity, Mr. President, to maintain Post 
Offices, and post roads. Under this 
bill, the Postal Service will not be able 
to spend for capital expenditures-and 
I will put the list of capital expendi
tures in the RECORD so you will see 
what this bill does to every State in 
the Union almost-money it has al
ready borrowed. It has borrowed this 
money at 9 percent, a billion-and-a
half dollars at 9 percent interest, to 
build these needed projects to main
tain postal service in this country. 
This says they cannot spend that 
money, notwithstanding the fact they 
are paying interest on it. 

Now, in addition to that, since it pre
vents raising rates in 1988 and 1989, I 
predict for you that the postal stamp 
rate in 1990 will exceed 30 cents. It is 
now 22 cents. 

Mr. President, since I have been in 
the Senate I have been on the Post 
Office and Civil Service Committee. I 
think I have served on that committee 
longer than any Member of the Senate 
now. And I tell you I have never seen 
anything done to the Postal Service 
under the guise of budget control as 
this bill does. The guidance from the 
leadership amendment was to raise 
$850 million in the first year from 

Federal personnel costs. And what was 
it, 1.4 in the second year? 

Mr. DOMENIC!. No; the same 
amount. 

Mr. STEVENS. The same amount in 
the second year. That entirely was 
placed upon the Postal Service, with a 
prohibition not only against raising 
rates, but against using the money it 
has already borrowed and on which it 
has to pay interest. 

The Federal Government is one of 
the largest users of the Postal Service. 
We have shot ourselves in the foot be
cause by 1990 we will be using 30-cent 
stamps instead of 22-cent stamps, and 
we call this budget control. 

Further, the interest in the 2 years 
that they cannot use the money is en
tirely lost. 

Now, there is going to be a real great 
impact on third-class mail. A lot of 
people say to me, "Why do you want 
all that mail?" Third-class mail is the 
mail that brings in the revenue to 
maintain the Postal Service today. 
There are people in this country that 
want to do away with the Postal Serv
ice. They say to me, "privatize it." And 
that includes some people down at 
OMB today who have led the Congress 
to this decision today, at least the 
Senate so far, to this decision not to 
pursue Federal personnel cost reduc
tions and instead to put this on the 
Postal Service, contrary to the Postal 
Reform Act of 1970. 

Mr. DOMENIC!. Will the Senator 
yield? 

Mr. STEVENS. In just a couple of 
minutes, I will. 

A significant loss in third class mail 
revenues will mean operating costs will 
go up and that will increase the possi
bility that we will have even a higher 
cost stamp, because the third class rev
enues go down. And that is what is 
going to happen if we do not buy the 
equipment which will be listed on the 
pages I am going to put in the RECORD. 

Mr. MOYNIHAN. Mr. President, 
may we have order. 

The PRESIDING OFFICER. Mem
bers of the Senate staff will retire 
from the Chamber or be seated. 

Mr. BYRD. Mr. President, the Chair 
is entitled to the respect of Members 
as are the Senators who speak. I urge 
the Chair to continue until it gets the 
order that it is asking for. 

The PRESIDING OFFICER. The 
Senator from Alaska. 

Mr. STEVENS. It is late at night but 
I have waited. I did not want to dis
rupt this. I support the leadership 
concept. But as the members of the 
Governmental Affairs Committee 
know, I have objected all along to this 
concept of where these savings would 
come from. 

Those third-class revenue dollars are 
not going to be regained and we are 
witnessing the beginning of the privat
ization of the Postal Service, which 
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means a great deal to my part of the 
country. To the rural portions of this 
country that still depend on the mail 
service for delivering communications 
and for delivering needed parcel post, 
this is the beginning of the end of the 
Postal Service as we have known it. 

Now, I understand, everybody says 
this is the only thing we could do 
under the circumstances. Unfortunate
ly it is the only thing we can do be
cause we could not get costed out any 
other alternative that I tried to raise. 

I see my good friend from Ohio, Sen
ator GLENN, the chairman of our com
mittee, is on his feet. I congratulate 
him for trying. I want everybody to 
know the committee has tried to get 
costed out a series of alternatives to 
this proposal which would not have 
done this damage to the Postal Serv
ice. I do not know what we can do to 
stop a bill when it comes back from 
conference but if this is still in there I 
intend to use every right I can to try 
and see if we can send it back to con
ference again. Because this is wrong. 
This is absolutely wrong, to allow us to 
be used by someone who wants to 
compel, really, the destruction of the 
Postal Service to give us only one al
ternative to meet this goal and that is 
what this is in my opinion. 

I asked for and received a briefing 
paper on the program implications of 
this action. I ask unanimous consent it 
be printed in the RECORD after my re
marks. I ask that a chart be printed 
that has been prepared by my staff, 
"Implications of Outlay Reductions on 
Facility Program." This is the loss of 
post offices, of new equipment, and 
what it means in terms of the han
dling of bulk mail as well as regular 
mail. 

I ask that a factsheet on the actions 
necessary to reduce capital expendi-

Post Office and State 

tures in 1988 and 1989 prepared by the 
Postal Service be printed in the 
RECORD after that and a statement by 
the Chairman of the Board of Gover
nors of the Postal Service be printed 
thereafter. 

I have taken this action to put you 
all on notice. In my opinion, we have 
no alternative tonight. We have no al
ternative tonight and I am not critical 
of anyone who has sought this vote of 
the Senate on this provision as being 
the only alternative available. But I 
tell the Senate: Unless we can get the 
readouts on the budget implications of 
suggested alternatives from the Office 
of Management and Budget, under the 
way the Gramm-Rudman-Hollings 
procedure is now laid out, we are com
pletely at their mercy in terms of how 
they will read out a suggested alterna
tive to something they have sent us. 

Unless we can get them, we are 
going to be nothing but rubber stamps 
for people who have ideas as to how to 
change this country; people who have 
never been elected, will never be voted 
for or against. We are. We are sent 
here to represent our people and, I tell 
you, I tell the Members of the Senate, 
this is wrong. It is wrong to be put in 
that position. It is wrong to be painted 
into a corner by a procedure we have 
created to give ourselves the discipline 
to bring about the reduction of this 
budget. 

Mr. President, I think there has to 
be an alternative. We have suggested 
alternatives such as a mandatory re
striction against hiring replacements 
for vacancies not caused by retire
ment. Hiring one out of three, for in
stance, could be costed out and, over a 
period of about 9 months; make up 
this kind of money in this fiscal year. 
That was objected to because we 
cannot get it costed out. 

IMPLICATION OF OUTLAY REDUCTIONS ON FACILITY PROGRAM 
[In millions of dollars] 

We suggested other ways to require 
the President to make the savings that 
are brought about by not filling vacan
cies that occur during this period. The 
Senator from Ohio suggested other so
lutions, which I found more palatable. 
Not totally acceptable, I would say to 
my good friend, but more palatable 
than the alternative that is in this bill. 

But, Mr. President, we still have the 
best Postal Service in the world. Our 
country has a Postal Service which I 
like to remind people, in the days 
when the Postal Service, the old Post 
Office Department delivered mail for 
3 cents, we bought ice cream cones for 
a nickel. Now I challenge you to find 
an ice cream cone anywhere close to 
22 cents. 

The efficiency of this Postal Service 
has been maintained contrary to the 
jibes against it. It can do the job and 
will do the job if we will only not 
shackle it. Can you imagine telling 
people who borrowed $1.5 billion to 
modernize the best Postal Service in 
the world they have to pay interest on 
the money but they cannot use it al
though they have to modernize equip
ment to ensure delivery of the increas
ing volumes of mail in this country? 
That is what we have done, Mr. Presi
dent. 

I am going to sit down but I urge ev
erybody to study these charts. If any
body has any questions now I would 
say to my friend I would answer them; 
but again I am not to be interpreted as 
being critical of the managers of this 
bill or the leadership amendment. 
That is the thing we must do but we 
have got to find a way out of this di
lemma. I thank the Chair. 

There being no objection, the mate- · 
rial was ordered to be printed in the 
RECORD, as follows: 

Outlay impact 
Necessary action Estimated project cost Fiscal year Fiscal year Project description 

1988 1989 

Phoenix, Al. ....•............................................................................................. South Central Station .................................................................... Cancel project.. ................................... .......................................... . $6.8 $2.0 $4.8 

Arizona total. .................................................................................................................................................................................. .. ......................................................................... ....... ............................. . 6.8 2.0 4.8 

61.7 0.0 8.0 
21.3 8.0 3.0 
6.3 2.0 2.0 
9.2 3.0 ' 6.2 

=~il~·r.A::::: :: :::::::::::::::::: :: ::::::::::::: ::: :::: : ::::::::::::::::::: : :::: : :: : ::: : :::::: : :::: :.:~a:lal:Ji~~'.'.~ ::::::::::::: : ::::::::::::::::: : :: : ::::::::::: : ::::::: : ::::::: : ::::::: ~~~~~-.~-~~~-~~-~~ -.~~~.'.~.:::::: :::::::: : :::::: : : : : : :::::::: : ::::::::::::::::::::::: 
Carmichael, f.A ............................................................................................•...... do ................................... ............ ................... ........................ .. . ..... do ............ ........... .................................................................... . 
Escondido, f.A ...... ......................................................................................... . ..... do ................... ·············· ................................ ....... ........ .. ..... ..... . .. ... do ... ······· ........................................................ .. ....................... . 

5.2 1.5 3.7 
6.3 2.0 4.3 

12.2 3.0 9.0 
5.6 1.6 4.0 
9.6 3.5 3.5 

10.0 3.0 6.0 
9.9 3.7 3.7 
6.5 1.5 1.5 

65.5 0.0 33.0 
96.4 0.0 5.0 

Los Gatos, f.A ............................................................................................... Carrier Annex ........... ........... .................... ............ ................................. do ............................... ......................... ................................... . 
l:gAn~ ~:::::::::: : : :::: :: : ::::: : :::: :: ::: ::::::: ::: :: :: : : : ::: : ::: : :::::: :: ::::: :::: :::: ::::::::: ::: ~a:igp~~t;t:~~.::: : : : :::::::::::::: : ::::::::::::::::::::::::::::::::::: : : : :::::: : ::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::: 
Laverne, f.A .................................................................................................. Main Post Office .............. .. ............. .. ........................................ .. ......... do .................................................................... ..................... .. . 

~·:~ ~~-;;;--~~- --==-·;: __ ~=~- ~~~~: - ; ~i:~ ~ ; 
California total. ............................................................................................................................................................................................................................ .................................................................. . 325.5 32.8 92.9 

9.8 2.8 2.8 
75.5 36.0 36.0 
7.0 1.5 1.5 =~~::::: ::::::::::::: :: ::::::: : :::::::::::::::: : ::::::: : ::::: : ::::::::::: : :::::::::::::::::::::::: : :::: ~:g:an:i'.~::::::::::::::::::::::::: : :::::::::::::::::::: : ::::: :: : : ::::::: : ::::: : ~~!~~::~~:~'.~:~:~'.:~~ ::~:~:'.~ :::::::::: : ::::: : :::::::::::::::::::::::::: :: ::::::: : ::::: 

Colorado total... ..................................... ................................................................................................................................ ........... .................................... .. .. ......... .. ........................................................... . 92.3 40.3 40.3 

5.2 2.6 2.6 
9.2 3.0 6.2 ~:t~ac~bc::::::::::::: :: :::::::: : :::::::::::::::: ::: ::::::::: : :::::::: : :: :: : ::::::: :: :::::::::: =~~~a~ri:ii~:::: ::: ::::: :: :::::: ::::: : ::::::::::: : ::::: :::: :::: :: : :: ::::::: : :::::: ~~.~~!~.'. : ::: : : : ::: :::: :::: : :: ::::::::: : : ::: ::::::: :: ::::::::: : ::::::: : ::::: : :::::::: : :: : 
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[In millions of dollars] 

Project description Necessary action 

~~ ~i:;~~;--rc:::: ::: : :::::::::: ::: :::::::::::::::::::::::::::::::::::: : :: : :: : ::::::::::::::::::::: NQ;t~i""eiiricii: ::::::::::::::::::::: :: ::::::::: : :::::::::::::::::::::::::::::::::::::::: ::::J::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::: 

EE~~::::::::::::::::::::::::::::::::::::::: : :::::::::::: :: : ::::::::::::::::::::::::::::::: :: ::::: E~~r:~~'.~::::::::: ::: ::::::::::::::::::::::::::::::::::::::::::::::::::::::::: ~~~!'.~:~;:~: :~:~:'.~:::::::::::::::::::::::::::::::::::::::::::::::::::::::::: 
~: :::::::::::::::::::::::::::::::::::::::: : ::::::::::::::::::::::::::::::: ::: :: : ::::::::::::: ::::::: ::: :: ~-~m~a~r:~'.~ ::::::::::::::::::::::::: :::::::::::::: : :::::::: ::::: ::::::::: :::::::: : ~~pr=:~.~~-~::::::::::::::: :::::::::::::::::::::::: :: ::::::::::: :::::: ::::::::: :: 
Do ........................................................................................................ Krome Branch .................................................. .................................... do .......................................... ................................................. . 

Orlando, FL ................................................................................................... Mid-Florida GMF ............................................................................ Suspend construction award ................................................. ........ . 

5:00 ~~~[:::::::: : :::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::: : ::::Ji~:J?r!~~:::::::: :: :::::::: : :::::::::::::: :: ::::::::::::::::::::::::::::::::: ~!:~~~:'.:: :::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::: 
~~~· ft::::::::::::::: : ::::::::::::::::::: ::::: :::::: ::::::::::::::::::::: :::: ::::: :::: :: :: : ::::::::::::::: ~~~m~P~~.~~~:::::::: :: :::::::::::::::::::::::::::::::::::::::: : : :::::::: : : : ::::::: :::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::: 
West Palm Beach, FL.. ................................................................................. Wellington Branch ......................................................................... . ..... do ........ ................................................................................... . 

Florida total .................................................... ..................................................................................................................... .................................................................................................. ....................... . 

~l::'~. ~:::::::::::::: :: ::: ::: ::::::::::::::::::::::::::::::::::::::::::::::: :: : ::::::: :::::::::::::::::::: =a/!:;iar~~::::::::: ::::::::: : :::::::::::::::: :::: :: :::::::::::::: ::::::::: : ::::: ~~~--~-~~'..~~~ .. ~~~.'.~.:::::: : :::::::::::: ::::::: :::::::::::::::::::::::::::::::: 
Georgia total. ................................................................................................................................................................................................................................................................................................. . 

~:~~~\I~:· ::::::::::::::::::::::::::::: :: ::: :: :::::::.::::::::: ·: :·:::::::::::::::::::::::::::::::::::: E~i~W:~~:::.:::::::::::::::·:::::: ·::::::.::::::·::::::: ::::::::: :::::::: ~1~~:~~t7::a~~:r'.::::: ::: ::.:::·::::::::::::: : :::::: ::::::::::::::: ·: :::::: 
Do ........................................................................................................ O'Hare Mail Proc. Annex............................................................... . ..... do ........................................................................................... . 
Do ........................................................................................................ Main Post Office... ......................................................................... . ..... do .................................. .................................... ..................... . 
Do ........................................................................................................ Southwest Suburban MPC .............................. ..................................... 00 ........................................................................................... . 

Illinois total. ................................................................................................................................................................................................................................................................................................... . =· ~kKS"::::::::::::::::::::::::::::::::::::::::::::: ::::: : : :::::::::::::: : :::::::::::: :::: :::::::J~1i~ ~~~ ~~~~.:: : ::::::::::::::::::: :::::::::: :: : :::::::::::::: ::: ::::::: ::::::: ~:rtpr=L~.~~'.~.:::::::::::::::::::::::::::: : ::::::::::::::::::::: : :::::::::::::::: 
Kansas total.. ........................................................................... ...................................................................................................................................................................................................................... . 

:g ~eeii·:·iiv· :::::::::::::::: : ::: ::::::: : : ::::::::::: ::::: ::::::::::::::::::::::::::::::::: :: ::::::: ~~~~ac~:~.::: : :: :::: : :: : : ::::::::::::::::::::::::::: : : ::: ::::::::::::::::::: ~~~~--~-~~: .. ~~~'.~.::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::: 
Kentucky total... ............................................................................................................................................................................................................................................................................................. . 

Kansas City, MO ........................................................................................... Main Post Office ............................................................................ Cancel project... ............................................................................ . 
Missouri total... ....... ........................................................................................................................................... ............................................. .. ............................................................................................. . 

Worcester, MA .............................................................................................. Mail Processing Annex .................................................................. Cancel project ............................................................................... . 
Massachusetts total.. .............................................................................................................................................................................................................................................................. .. ..................... . 

Minneapolis, MN .......... ............................................................... .................. Main Post Office .......... ...................................... ........... ................. Cancel project.. ............................................................................. . 
Minnesota total ...... ....................................... ...... ................................................................ .. ............ .. ....................... ... ...... ......... ... ................................ ............ ................ .. ................ ... . ............. . 

~~ :.:.-_:. : _ ·=:; .=::; :: _ : i~~- : :~ _ : __ : : ~~~~~ : ; ::. : :. : : 
New York total .. ............................................................................................................................................................................ .......................................................................................... . ................ . 

=~'.· &L::: ::: ::: : :::::::::::::::::::::::::::::::::::::::::: : :::::::::::::::::::::::::: : ::: : :::::::J~a7i ~:1;:: : : :: : ::::::::::: :::::::::::::::: ::::: :::::::: : :::::: ::: : :: :::::: : ::: :: ::::: ~~-~~~.'. ::::::::::::::::::::::: : ::: : : :::: ::::::::::: : ::::::::::::::::::::::: : : : ::::: :: :: 
Ohio total.. ............................................................ ......................................................................................................................... ................................................................................................................ . 

:£;t:~ :: ::=: : : : Si;: : : 5$.~_~ : :: :: = : 

Pennsylvania total .............................................................................................................................. .............. ................................................................................................. ...................................... . 

Texas total ....................................................................................................................................................................................................................................................................... ····················· 

~~r~:·vL:::::::: :::: ::::::::::::::::::::::::::::::: :::::::::: :::::::::: : :: : : : ::::::::::::::: : ::: : :: ~:i:~i~~~'.~:::::::: : : ::::: :::::::::::::::::::::::::::::::::::: : ::::::::::::: : ::::: ~~--~~~.'.: :: :: : ::::::: : : :: : ::: : :::::::::::::::::::::::::::::::::: :::::::::::::::::: :::::: 
Virginia total. ............................................................................................... ................... ........................................................................................ ....................................................................................... . 

~rk:~. : ::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::: ~~~~~0~iiiY::::::: : ::::: ::: ::: :: :::::::::::::::::::::::::::::::::::: : ::: : : ::: :::: ~::t~t"·aw-ariC::::::::::::::: :: :::::::::::::::::::::: : :::::::::::::::::::::::: 
West Virginia total. ........... ......... ...... .. ............. ........................ ............ .......... ............. ........ .................................... .... ................ .................................................................................. ..... . . ......... . 
New Construction grand total. ........................................................................................................... ............................................................................................................................................................ . 

Estimated project cost 

32.3 
5.4 

20.7 
65.8 

5.3 
2.5 
5.8 
6.5 

39.7 
5.0 
7.6 
5.2 

33.4 
48.4 
5.6 

303.6 

10.7 
82.l 

92.8 

17.5 
9.3 

26.4 
26.3 
51.6 

102.0 
29.0 

262.l 

11.1 
19.6 

30.7 

7.3 
7.7 

15.0 

53.0 

53.0 

37.6 

37.6 

33.7 

33.7 

14.0 
160.l 
213.0 

22.4 
29.9 
9.5 

448.9 

9.0 
10.7 

19.7 

40.6 
40.l 

5.7 
54.3 

140.7 

13.6 
72.1 
78.7 

164.4 

13.3 
5.7 

19.0 

15.9 
17.7 

33.6 

2,068.3 
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Outlay impact 
Fiscal year 

1988 
Fiscal year 

1989 

4.0 14.0 
1.0 4.4 
8.5 8.5 
4.0 15.0 
1.0 4.3 
1.3 1.2 
1.0 4.8 
2.0 4.5 

17.0 17.0 
1.0 4.0 
1.6 6.0 
1.2 4.0 
5.0 12.0 

14.0 17.2 
1.0 4.6 

69.2 130.3 

4.8 4.8 
33.0 33.0 

37.8 37.8 

5.0 5.0 
4.0 5.3 
2.0 12.2 
6.0 10.0 
3.0 3.0 
5.0 11.0 
0.0 2.0 

25.0 48.5 

5.0 5.0 
0.0 1.5 

5.0 6.5 

3.5 3.5 
2.5 2.5 

6.0 6.0 

2.0 3.5 

2.0 3.5 

11.0 0.9 

11.0 0.0 

0.0 16.8 

0.0 16.8 

0.0 7.0 
25.0 ...................... 
0.0 6.0 
0.0 3.5 

13.5 13.5 
3.0 6.5 

41.5 36.5 

4.5 4.5 
5.7 5.0 

10.2 9.5 

18.5 18.5 
4.5 18.0 
1.4 1.4 
6.0 0.0 

30.4 37.9 

5.5 5.5 
27.8 27.8 
33.5 33.5 

66.8 66.8 

7.0 7.0 
2.5 2.5 

9.5 9.5 

9.5 6.4 
7.0 7.0 

16.5 13.4 

405.4 578.5 
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FACT SHEET 

Purpose: Potential Actions Under Consider
ation to Reduce Capital Expenditures in 
Fiscal Years 1988 and 1989 
Immediate halt in the Major Facility< +$5 

million> Program. 70 expansion or replace
ment projects for major mail processing 
centers would be cancelled. 

Scale back plans for replacement of Tech
nical Training Center in Norman, Oklaho
ma. 

Immediate halt in the regional new con
struction program. This would involve can
celling approximately 250 Main Post Office 
or stations in each of the two years. 

Suspend site acquisition program. 
Suspend Long-Life Vehicle program, and 

terminate the delivery of approximately 
18,000 vehicles in each of the two years. 

Cancel awards for 1962 Intermediate Vehi
cles. 

Cancel contract award for 407 semi-trail
ers and 122 truck tractors. 

Cancel contract awards of 118 Flat Sort
ing Machines. 

Cancel award of 224 Bar Code Sorters. 
Cancel award of Standard Field Computer 

System. 
Cancel the award of contract for 35,924 

Integrated Retail Terminals. 
Cancel the award of contract for 17,700 

Retail Vending equipment modules. 
Suspend new contract awards for all Auto

matic Data Processing equipment. 

MAIL PROCESSING DEPARTMENT 
Air to highway diversion: A 1986 study in

dicated a potential savings of $101 million. 
<Minimal service impacts as measured by av
erage days to delivery.> 

6AM to 6PM Processing: A 1986 model of 
two facilities indicated a potential savings of 
$633,000 in Wichita and $900,000 in Omaha. 
<Approximately 50% of mail at those facili
ties would be delayed one day.> 

Eliminate Sunday Processing: Relatively 
minor savings were identified in the 1986 
study i.e. $80,000 in Wichita and $200,000 in 
Omaha. <Seven to ten percent of mail at 
those facilities was estimated to be delayed 
one day under this proposal.> 

Eliminate the two day service standard. 
Eliminate all service measurement sys

tems <$15m>. 
Eliminate the Evergreen Network. 
Reduce Amtrak System Usage <Estimated 

Savings Potential of $15m>. 
Increase the proportion of centralized de

liveries: The CAR report indicated that $15 
million dollars per year could be saved for 
every one percent conversion of present 
door deliveries to centralized delivery. 

Explore possibility of "postponing" 
MLOCR deployment and make expanded 
use of alternative strategies <Postal Soft, 
Modifications to existing SLOCRS to allow 
second line read for box section mail>. 

Cancel or postpone small parcel and 
bundle sorter procurement. 

Eliminate Saturday delivery. 
Close post offices on Saturdays. 
Reduce retail hours. 
Reduce collections <Eliminate Night Owl>. 
Procure only plastic sacks. 
Explore savings potential of privatization 

of mail transport equipment centers, repair 
shops etc. 

Pursue rural carrier savings through cur
rent negotiations (potential for expanded 
HCR box route utilization>. 

part of the current deficit reduction move
ment. 

More than seventeen years ago, the Postal 
Service was set up as an independent estab
lishment that would stand on its own finan
cial feet and not be a burden to the taxpay
ers. The Postal Reorganization Act requires 
the Postal Service to operate on a "break 
even" basis over time, covering its costs by 
its revenues. For the past decade or more, it 
has been just about right on the mark. You 
could say that it is the one major part of 
the Government that works within a bal
anced budget law. 

Let me read a short excerpt from Presi
dent Nixon's 1970 Message to the Congress 
relative to postal reform. He said: 

"I propose that the Post Office Depart
ment be reorganized as an independent es
tablishment . . . designed to make it at least 
as free from partisan political pressure as 
are such ... establishments as the Board of 
Governors of the Federal Reserve System, 
the Securities and Exchange Commission, 
and the National Aeronautics and Space Ad
ministration. The Postmaster General 
would no longer be a member of the Cabinet 
... , and the Postal Service would be insu
lated from direct control by the President, 
the Bureau of the Budget and the Con
gress." 

Some of the legislation now under consid
eration would go a long way toward turning 
the postal clock back to where it was before 
1970. 

This legislation arises out of the current 
deficit reduction actions. Actions whose 
main purpose we all support and applaud. 
For fiscal years 1988 and 1989, it would re
quire the Postal Service to come up with 
about $1.7 billion in so-called "savings." 
Roughly half of this would come from a 
mandated cut of the postal capital budget
funds needed to replace obsolescent build
ings and vehicles and bring in high-speed 
automated processing equipment. The other 
half would come from a mandated cut of op
erating expenses-largely wages for employ
ees to sort and deliver the mail. The legisla
tion would require the Postal Service to pay 
over these "savings" to cover certain health 
benefit costs and annuity costs of Postal 
Service retirees. And it would require peri
odic submission of "productivity improve
ment plans" and reports to the President 
and the Congress. 

I've no doubt that my colleagues on this 
Board will agree that the Postal Service 
should bear its share of the deficit reduc
tion load. I know that the Postmaster Gen
eral and his management team share this 
view. But the details of how to do it should 
be determined by postal management under 
our general oversight-not by an Office of 
Management and Budget that has no re
sponsibility at all for the kind of mail serv
ice that this country receives. 

Slashing operating expenses will surely 
disrupt the quality of postal services in the 
near term. Slashing capital expenditures 
will badly erode the quality, and greatly in
crease the cost, of postal services in the 
future. If the Congress determines that the 
Postal Service should pay more of the cost 
of retirement benefits for former postal em
ployees, the way to do it is through careful 
balancing of current and future service 
needs against a measured calculation of nec
essary rate adjustments. 

PROGRAM IMPLICATIONS 
STATEMENT BY CHAIRMAN GRIESEMER Approximately $2.1 billion in expenditures 

I want to talk briefly about legislation are required to fund planned capital invest
that is being discussed on Capitol_ Hill as a ment projects in FY 88. At the end of Ac-

counting Period 3 02/18/87), year-to-date 
capital expenditures are expected to total 
$350 million, leaving a remaining plan of 
$1.79 billion. About two thirds of this re
maining amount relates to contract commit
ments from previous years. Thus the ex
penditure figure associated with new FY 88 
commitments for the remainder of the fiscal 
year is only about $531 million. 

Thus as a practical matter, an immediate 
$400 million expenditure reduction this year 
translates into almost a 75% reduction in 
the Postal Service's Capital Investment 
Plan for the remainder of Fiscal Year 1988. 
It would essentially require suspending the 
Postal Service's Major Facility Program <for 
projects costing more than $5 million.> This 
means suspending the construction award 
or canceling the project for some 75 major 
projects. <A full list is provided in an at
tached table.> The negative impact on these 
programs for FY 88 would be compounded 
by a further reduction of $500 million pro
posed for FY 89. 

Many of these projects are critical to 
meeting our service standards, since they 
are major mail processing centers that are 
now at operating capacity or housed in obso
lete, aging buildings. Deferral of these 
projects can be expected to hurt operations 
in the future, particularly in terms of our 
ability to improve service in major metro
politan areas and to accommodate growth in 
booming areas. 

A TRIBUTE TO DAVE BROCKWAY 

Mr. BENTSEN. I would like to pay 
tribute to Dave Brockway, who is the 
chief of staff of the Joint Committee 
on Taxation. He is a man who became 
chief of staff in 1983, was already an 
experienced staffer and tax lawyer, 
and has made an invaluable contribu
tion to the tax laws of this country. 
He played a major role in the 1986 tax 
reform. He served in the difficult role 
of trying to satisfy the House of Rep
resentatives and the Senate at the 
same time, and has done it in an admi
rable way. 

I know that every member of the Fi
nance Committee will want to join me 
in thanking him for his service and his 
contribution to his country and we 
wish him well in his new endeavors as 
he leaves this service at the end of this 
year. 

The PRESIDING OFFICER. The 
Senator's time has expired. Who yields 
time? The Senator from Florida is rec
ognized. 

Mr. CHILES. Mr. President, I ask 
unanimous consent that the text of 
the leadership amendment already 
adopted be considered original text for 
the purpose of an amendment to be of
fered by Senators BENTSEN, MELCHER, 
BREAUX, INOUYE, DODD, .HATFIELD, 
ADAMS, EVANS, RUDMAN, HEINZ, HATCH, 
KENNEDY, DECONCINI, McCAIN, and 
myself. 

The PRESIDING OFFICER. Is 
there objection? Hearing none, it is so 
ordered. 
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AMENDMENT NO. 1266 

<Purpose: To establish a National Economic 
Commission) 

Mr. MOYNIHAN. Mr. President, I 
send an amendment to the desk and 
ask for its immediate consideration. 

The PRESIDING OFFICER. The 
amendment will be stated. 

The legislative clerk read as follows: 
The Senator from New York CMr. MoYNI· 

HAN] for himself, Mr. DOLE, Mr. D'AMATO, 
Mr. DOMENICI, Mr. MURKOWSKI, Mr. NUNN, 
Mr. BUMPERS, Mr. STAFFORD, Mr. GORE, Mr. 
MITCHELL, Mr. KERRY, Mr. SIMON, and Mr. 
BYRD proposes an amendment numbered 
1266. 

Mr. MOYNIHAN. Mr. President, I 
ask unanimous consent that the read
ing of the amendment be dispensed 
with. 

The PRESIDING OFFICER. With
out objection, it is so ordered. 

The amendment is as follows: 
At the end of the bill add the following: 

TITLE -NATIONAL ECONOMIC 
COMMISSION 

ESTABLISHMENT OF COMMISSION 
SEc. . There is hereby established the 

National Economic Commission <hereafter 
in this title referred to as the "Commis
sion"). 

MEMBERSHIP 
SEc. <a>< 1 > The Commission shall be 

composed of twelve members until the 
meeting of the Presidential Electors in De
cember 1988 when it shall be expanded to 
fourteen members: 

<A> two citizens of the United States ap
pointed by the President; 

<B> one Senator and two citizens of the 
United States appointed by the President 
pro tempore of the Senate upon the recom
mendations of the Majority Leader of the 
Senate; 

<C> one Senator and one citizen of the 
United States appointed by the President 
pro tempore of the Senate upon the recom
mendation of the Minority Leader of the 
Senate; 

<D> one Member of the House of Repre
sentatives and two citizens of the United 
States appointed by the Speaker of the 
House of Representatives; 

<E> one Member of the House of Repre
sentatives and one citizen of the United 
States appointed by the Minority Leader of 
the House of Representatives. 

<F> two citizens of the United States ap
pointed by the President-elect as estab
lished by the allocation of electoral college 
votes in the Presidential election of Novem
ber 8, 1988. 

(2) Individuals appointed under paragraph 
< U<A> may be officers or employees of the 
Executive Branch or may be private citi
zens. 

Individuals who are not members of Con
gress, and are appointed under subpara
graphs B, C, D, E and F of paragraph 1 shall 
be individuals who-

<A> are leaders of business or labor or per
sons with distinctive qualifications or expe
rience, and 

<B> are not officers or employees of the 
United States. 

SEC .. <a> Any vacancy on the Commis
sion shall not affect its powers, but shall be 
filled in the same manner in which the 
original appointment was made. 

<b> The Commission shall elect a Chair
man from among the members of the Com
mission. 

<c> A majority of the members of the 
Commission shall constitute a quorum for 
the transaction of business. 

<d> Each member of the Commission shall 
be entitled to one vote which shall be equal 
to the vote of every other member of the 
Commission. 

FUNCTIONS OF THE COMMISSION 
SEC. . <a> The Commission shall conduct 

a comprehensive study and review of-
<a> The elements of Federal policy that 

have resulted in the national debt and 
budget deficit. 

(b) The Commission shall make specific 
recommendations regarding: 

< 1 > methods to reduce the deficit. promote 
economic growth, and encourage savings 
and capital formation; 

(2) a means of ensuring the burden of 
achieving our deficit reduction goals is equi
tably distributed and not borne dispropor
tionately by any one economic group, social 
group, region or state. 

(3) the current and prospective economic 
factors and developments in the United 
States that should be taken into account in 
making economic policy and increasing 
international competitiveness; and 

<4> the institutional arrangements re
quired to achieve the appropriate coordina
tion, within the United States, for the 
making and implementation of economic 
policy. <c>O> The Commission shall submit 
to the President and to the Congress by no 
later than March l, 1989, a final report on 
the study conducted under subsection <a> 
that contains a detailed statement of the 
findings and conclusions of the Commission, 
including its recommendations for adminis
trative and legislative action which the 
Commission considers advisable. 

(2) Any recommendation made by the 
Commission to the President and to the 
Congress must be adopted by a majority 
vote of the members of the Commission 
who are present and voting. 

POWERS OF THE COMMISSION 
SEC. . <a> The Commission may, for the 

purpose of carrying out the provisions of 
this title, hold such hearings and sit and act 
at such times and places, as the Commission 
may find advisable. 

(b) The Commission may adopt such rules 
and regulations as may be necessary to es
tablish its procedures and to govern the 
manner of its operations, organization, and 
personnel. 

<c>O> The Commission is authorized to re
quest from the heads of executive and legis
lative departments, agencies, establishments 
or instrumentalities of the Federal Govern
ment such information as the Commission 
may require for the purpose of this title, 
and each such department, agency, estab
lishment, or instrumentality is authorized 
and directed to furnish, to the extent per
mitted by law, and subject to the exceptions 
set forth in the Freedom of Information 
Act, 5 USC 522, such information, sugges
tions, estimates, research, surveys, and sta
tistics directly to the Commission, upon re
quest made by the Chairman of the Com
mission. 

(2) Upon request of the Chairman of the 
Commission, the head of any Federal de
partment, agency, or instrumentality shall 
to the extent possible, and subject to his dis· 
cretion make any of the facilities and serv
ices of such department, agency, or instru
mentality available to the Commission and 

to the extent possible and subject to his dis
cretion detail any of the personnel of such 
department, agency, or instrumentality to 
the Commission, on a non-reimbursable 
basis, to assist the Commission in carrying 
out its duties under this title, provided that 
any expenses of the Commission incurred 
hereunder shall be subject to the limitation 
on total expenses set forth in section 6(b) of 
this title. 

<3> The Commission may use the United 
States mails in the same manner and under 
the same conditions as other departments 
and agencies of the United States. 

The Commission is authorized, to such 
extent and in such amounts as are provided 
in appropriation Acts, to enter into con
tracts with State agencies, private firms, in
stitutions, and individuals for the purpose 
of conducting research or surveys necessary 
to enable the Commission to discharge its 
duties under this title, subject, however, to 
the limitation on total expenses set forth in 
Section 6<b> of this title. 

The Commission shall be considered an 
"advisory committee" within the meaning 
of the Federal Advisory Committee Act 5 
USC APP. 2, 3(2) 

(4) Subject to such rules and regulations 
as may be adopted by the Commission, the 
Chairman of the Commission subject to the 
limitation on total expenses set forth in Sec
tion 6(b) of this title shall have the power 
to-

< A> appoint, terminate, and fix the com
pensation <without regard to the provisions 
of title 5, U.S.C., governing appointments in 
the competitive service, and without regard 
to the provisions of chapter 51 and subchap
ter III of chapter 53 of such title, or of any 
other provision, or of any other provisions 
of law, relating to the number, classifica
tion, and General Schedule rates> of an Ex
ecutive Director, and of such additional 
staff as the Chairman deems advisable to 
assist the Commission, at rates not to 
exceed a rate equal to the maximum rate 
for GS-18 of the General Schedule under 
section 5332 of such title. 

<5> Service of an individual as a member of 
the Commission, or employment of an indi
vidual by the Commission, with or without 
compensation, shall not be considered as 
service or employment bringing such indi
vidual within the provisions of any Federal 
law relating to conflicts of interest or other
wise imposing restrictions, requirements, or 
penalties in relations to the employment of 
persons, the performance of services, or the 
payment or receipt of compensation in con
nection with claims, proceedings or matters 
involving the United States. Service as a 
member of the Commission, or as an em
ployee of the Commission, shall not be con
sidered service in an appointive or elective 
position in the Government for purposes of 
section 8344 of title 5, U.S.C., or comparable 
provisions of Federal law. 

COMPENSATION OF MEMBERS 

SEc.-<a> Members of the Commission 
shall serve without any additional compen
sation for their work on the Commission. 
However, members appointed from among 
private citizens of the United States may be 
allowed travel expenses, including per diem, 
in lieu of subsistence, as authorized by law 
for persons serving intermittently in the 
government service to the extent funds are 
available therefore. 

(b) The Commission shall have a staff 
headed by an Executive Director appointed 
by the Chairman. Any expenses of the Com
mission shall be paid from such funds as 
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may be available to the Secretary of the 
Treasury. 

The total expenses of the Commission 
shall not exceed $1 million. Prior to the ter
mination of the Commission, pursuant to 
Section 7 of this title, the General Account
ing Office shall conduct an audit of the 
Commission's financial books and records to 
determine that the limitation on expenses 
has been met, and shall include its determi
nation in an opinion to be included in the 
report of the Commission. 

TERMINATION OF COMMISSION 

SEC. . The Commission shall cease to 
exist on the date that is 30 days after the 
date on which the Commission submits its 
report. 

Mr. MOYNIHAN. Mr. President, the 
hour is late and I think it would be 
right to say that this is an amendment 
familiar to the Senate. It would create 
a National Economic Commission. It 
has been discussed in private conversa
tions and in conference, as you might 
say, for several months now. 

In offering this amendment I would 
like to thank the distinguished Gover
nor of New York, Mario Cuomo, who 
has taken the lead in bringing this 
concept of a bipartisan commission to 
the forefront of the debate on nation
al economic policy. 

Last month, after 4 weeks of diffi
cult negotiations, Members of the 
House and Senate and the White 
House reached agreement on a biparti
san 2-year plan to reduce the budget 
deficit. The plan was not as ambitious 
as some might have liked. President 
Reagan summed it up in his Saturday 
radio address when he said that it was 
"probably not the very best deal that 
could have been struck." And that is 
what made the budget agreement sig
nificant. The White House compro
mised on revenues and defense spend
ing and Congress on domestic spend
ing. The agreement demonstrated that 
just possibly we can govern. 

The budget summit agreement was 
just the beginning. Even with $30, bil
lion in savings, this year's deficit will 
be larger than last year's. Next year's 
probably only slightly lower, Perhaps 
higher. Years of struggle ahead. 

The challenge we now face is to 
maintain the spirit of bipartisan coop
eration that produced that agreement 
so that we can develop fair and eff ec
tive long-range policies that will 
reduce the budget and trade deficits 
and promote economic growth both 
here and abroad. 

There is no doubt that the long-term 
economic health of the Nation is at 
stake. The massive deficits which the 
Federal Government has incurred 
year after year have made us increas
ingly dependent on foreign capital. I 
remarked some while ago that the 
1980's will be remembered as the time 
we borrowed a trillion dollars from the 
Japanese and gave a party. That un
derstates. Since 1981 the national debt 
has gone from about $900 billion to 
well over $2.5 trillion by the end of 

1988. This situation has weakened our 
Government's hand in negotiations 
with West Germany and Japan on 
trade and economic policy, contributed 
to unacceptably high trade imbal
ances, and resulted in a massive trans
fer of wealth from labor to capital. In
creased interest payments on the debt 
have also passed the $200 billion mark, 
and are largely responsible for our 
budget deficit. Think about it. Spend
ing and revenues are roughly in bal
ance. Interest on the debt equals the 
deficit. 

A National Economic Commission 
can help to resolve these problems. 
Like last month's budget summit, the 
NEC would be a collaborative effort 
between the administration and Con
gress, with private sector participation 
an added feature. The Commission 
would build upon the budget summit's 
achievements, sending an important 
signal to financial markets that bipar
tisan cooperation on the economy will 
continue. 

But for the press of time and differ
ences regarding its composition, I be
lieve that the Commission would have 
been included in the budget agree
ment. We have continued our discus
sions with the Speaker and majority 
leader of the House, our own distin
guished majority and minority leaders 
here in the Senate, the chairmen of 
the Finance and Budget Committees, 
the White House and other key par
ticipants in the budget summit proc
ess. I can now report that this amend
ment resolves all the objections that 
were raised during the summit negoti
ations to the Commission, which now 
has broad bipartisan support. 

This bears repeating. The Commis
sion will be strictly bipartisan-six Re
publicans and six Democratic appoint
ees. After next year's election, the 
President-elect will select two addi
tional members to ensure that the 
next administration has input into the 
process. The Commission will report 
its recommendations no later than 
March 30, 1989. These recommenda
tions will cover the entire range of eco
nomic issues, including deficit reduc
tion, economic growth, increased sav
ings and capital formation and the 
international competitiveness of the 
U.S. economy. 

The Commission will also avoid the 
politicization of the campaign, yet con
clude its business in ample time to give 
the next administration an opportuni
ty to implement its recommendations, 
if it so chooses. I think that it is no co
incidence that the Senate's three Pres
idential candidates, Senators DOLE, 
SIMON, and GoRE, are all cosponsors of 
this amendment. A National Economic 
Commission can help forge the con
sensus necessary to achieve a compre
hensive solution to our economic prob
lems. 

Presidential comm1ss1ons charged 
with reporting on various aspects of 

American life have often proven 
useful. They first became common
place under Theodore Roosevelt, who 
frequently used these commissions to 
bypass Congress. Roosevelt's first com
mission was established in 1902 to in
vestigate the anthracite coal strike in 
Pennsylvania, and by the time he left 
office in 1902 he had created 11 such 
commissions. 

Of course, a commission is no substi
tute for sound policy, but if properly 
structured and conceived, a bipartisan 
commission can accomplish much. 

Take, for example, the 1982-83 Com
mission on Social Security. Though 
the problems that faced the Social Se
curity System were far more discrete 
and manageable than the broader eco
nomic problems that will confront the 
National Economic Commission, the 
experience is both instructive and en
couraging. 

As far back as 1946, Secretary of 
Labor Frances Perkins wrote in "The 
Roosevelt I Knew" that "in 1980 it 
would be necessary for the Congress to 
appropriate money to make up a defi
cit [in ~ocial security]." Shortly after 
the Reagan administration took office 
in 1981, OMB Director David Stock
man seized upon the system's well-an
ticipated financial problems and an
nounced that there would soon occur 
"the most devasting bankruptcy in his
tory." There was no substance to this 
warning. In reality, at the very worst, 
checks might have been a day or two 
late. 

The bipartisan Social Security Com
mission was formed, and I, along with 
BOB DOLE, JOHN HEINZ, and BILL ARM
STRONG from the Senate, Barber Con
able from the House, former Social Se
curity Commissioner Bob Ball, and 
others began to look closely at the 
problem. Although it was apparent 
that certain things needed to be done 
to put the system in shape, the situa
tion was not nearly as bleak as por
trayed. 

BoB DoLE, Barber Conable, and I, 
along with the White House staff, got 
to work and in a span of just 12 days, 
from January 4 to January 15, 1983, 
worked out the historic Social Securi
ty amendments which ensured the sol
vency of the retirement funds far into 
the next century. 

The Social Security Commission suc
ceeded because it was faced with a 
manageable problem and because a po
litical consensus existed in favor of 
preserving the system. However, it will 
not be so simple to place our political 
economy on a sound footing. The 
problems are far more complex, and a 
political consensus has not yet 
emerged regarding the causes of our 
economic difficulties, much less the so
lutions. 

Each of these economic challenges
a sluggish national and international 
economy, the Federal deficit, the 
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Third World debt crisis, exchange rate 
misalignment and trade imbalances-is 
difficult in its own right. Discrete solu
tions are not available because of the 
interconnected nature of the prob
lems. Initiatives which address one 
problem run the risk of exacerbating 
others, and neither political party can 
bring off a comprehensive solution 
without support from all major con
stituencies. 

It is in circumstances such as this 
that commissions can be particularly 
useful. They can be used to respond to 
pressing issues where the status quo is 
untenable and a blueprint for long
term action is required. In order to ac
complish this task, members of the 
NEC should be broadly representative 
of the key sectors of our society, be 
free of ideological rigidity and have 
the stature to ensure that their auton
omy is respected and their recommen
dations heeded. 

The NEC would also help ensure 
that critical economic issues are not 
relegated solely to the realm of elec
tion year politics and sloganeering 
that can result in rigid positions that 
foreclose the realistic responses re
quired when the campaigning ends 
and govening begins. 

The NEC, which would consist of 
representatives from Congress, busi
ness and labor, academia, other distin
guished private citizens, and the exec
utive branch, would set out, facts, op
tions and recommendations for ad
dressing national and global concerns 
as part of an overall hopefully coher
ent economic strategy. And, most im
portantly, it would have the credibility 
and capacity to help build a political 
consensus necessary to advance this 
strategy. 

Eventually, these problems must be 
dealt with by our basic national politi
cal institutions, Congress and the 
Presidency. The Commission's role is 
to supplement-not supplant-our reg
ular political process and to set broad 
goals and principles, examine prob
lems, and suggest specific policies to 
achieve these goals. The Commission's 
findings and · recommendations would 
help continue the effort that devel
oped during the budget summit to ad
dress these problems-long-term solu
tions which enable us to gain control 
of the deficit, restore our position in 
trade, promote economic growth, de
velop equitable arrangements between 
lenders and Third World debtor na
tions and place the international eco
nomic system on a sound footing. 

These solutions require unprece
dented decisions regarding the sharing 
of burdens and the opening of oppor
tunities. But people will be willing to 
accept the difficult decisions if they 
appreciate the short and long-term 
benefits of those solutions. The Com
mission can help create the national 
consensus necessary to implement its 
recommendations. Such a consensus, 

and a marshalling of political will, is 
required if we are to achieve solutions 
to these seemingly baffling economic 
problems. 

Several Senators addressed the 
Chair. 

Mr. MOYNIHAN. Mr. President, I 
am not aware of a time agreement. I 
see the distinguished majority leader 
and the distinguished minority leader 
are standing. 

The PRESIDING OFFICER. Under 
the previous order, there is 10 minutes 
per side. 

Mr. MOYNIHAN. Mr. President, I 
yield the remainder of my time to the 
Republican leader. 

The PRESIDING OFFICER. The 
Senator from Kansas. 

Mr. DOLE. Mr. President, as many 
of us have said from the outset, the 
proposals we have discussed here 
today are only a first, and admittedly 
small step, in our efforts to get the 
deficit under control. 

We still have before us a tremendous 
problem that I believe would benefit 
from the serious thinking of experts 
both inside and outside the Govern
ment. The Economic Commission that 
we are proposing to create would pro
vide us that opportunity. 

The negotiations which led to the 
so-called leadership package showed 
again that there are subjects that are 
difficult for both sides to contend 
with, but that are critical if we are to 
ever achieve long-term reform. And 
unfortunately, until we are able to 
face all our problems equally, certain 
programs will bear the brunt of our 
short-term solutions. 

The Commission, which will at first 
be composed of an equal number of 
Democrats and Republicans, will have 
as its charge the study and review of 
all the elements of Federal policy that 
have resulted in the national debt and 
budget deficit. They will also be asked 
to make specific recommendations on 
methods to reduce the deficit and a 
means of ensuring that the burden of 
achieving our deficit goals is equitably 
distributed among all economic 
groups, regions, and States. 

NARROW FOCUS 

We have deliberately limited the 
scope of the Commission's charge, so 
as to improve its chances of actually 
producing a useful product in a timely 
fashion. While I am fully aware of the 
fact that the problems that face us are 
multifaceted and involve trade rela
tions with other nations as well as 
international exchange rate issues and 
Third World debt responsibilities, 
there is just so much we can expect to 
be done in a limited period of time. 

TIMING OF REPORT 

We have chosen to give the Commis
sion until March of 1989 to report 
back to us. While wishing that we 
could see some earlier results of their 
efforts, we frankly wanted to avoid the 
potential politicization of the report 

should it be available prior to the No
vember elections and provide an op
portunity for the incoming administra
tion to have input. 

CONCLUSION 

While not a perfect solution, the cre
ation of the Commission is another 
step in series of efforts to gain control 
of our deficit, restore our competitive 
position and promote stable, long-term 
economic growth. 

I urge my colleagues to vote in favor 
of the proposal. 

Mr. President, I think it is also fair 
to say that there has been a lot of dis
cussion and a lot of work on trying to 
put this together. There has been a lot 
of cooperation on both sides of the 
aisle. 

Initially, an idea was suggested by 
the distinguished Governor of the 
State of New York, Mario Cuomo. He 
had an idea for an economic commis
sion. This has been somewhat restrict
ed. It is not just a budget deficit com
mission. Many of the things that were 
suggested have been eliminated not 
because they did not have merit, but 
because of the complexity and the 
time involved. 

Now I think we have a good product. 
It has broad bipartisan support. I com
mend not only our colleagues but 
members of our staffs who have been 
working for the past 3 or 4 weeks in 
this effort. 

Several Senators addressed the 
Chair: 

The PRESIDING OFFICER. The 
Senate will be in order. 

Mr. CHILES. Mr. President, I yield 1 
minute to the Senator from New York. 

Mr. D'AMATO. Mr. President, as an 
original cosponsor, let me commend 
Senator DoLE and Senator MOYNIHAN 
also for their taking time to express 
appreciation to Governor Cuomo for 
his coming to the Congress to express 
his views and concerns on this commis
sion. This bipartisan commission will 
lead to long-term solutions to the 
problems that we face. 

Mr. President, I rise today as an 
original cosponsor of a amendment of
fered by Senator MOYNIHAN and DOLE 
establishing a National Economic 
Commission. The sole purpose of the 
Commission is to recommend ways to 
reduce the budget deficit beyond fiscal 
year 1988. 

Recently Governor Cuomo came to 
Washington for a meeting with Sena
tor DoLE and others to discuss his idea 
of a bipartisan commission to study 
the budget deficit, trade imbalance, 
and Third World Debt issues. For the 
better part of a year Governor Cuomo 
has advocated creation of a Natlonal 
Economic Commission as a forum to 
propose solutions to these problems. 

The Governor feels, correctly, that 
only a package of recommendations 
supported by a bipartisan consensus 
will result in long-term solutions. 
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Without such a consensus, we will con
tinue to address these issues on a 
piecemeal basis. We will continue to 
muddle through only reacting to each 
crisis. 

The need to attack our Nation's eco
nomic woes has been heightened by 
the October 19 collapse of the stock 
market. At a minimum, the market is 
telling Washington that the key to 
economic stability is deficit reduction. 
Not just for fiscal year 1988, but well 
into the future. We cannot be satisfied 
with a plan to reduce the deficit for 
just 1 year. 

After meeting with Governor 
Cuomo, Senator DOLE decided to make 
formation of a National Economic 
Commission a top priority. The 
amendment offered today represents a 
compromise plan that would have the 
Commission focus solely on deficit re
duction. Its membership would include 
individuals selected by the executive 
branch as well as both parties in Con
gress. 

The panel would begin work almost 
immediately with the goal of finishing 
work by March 1, 1989. The report 
could then become the basis of con
gressional budget deliberations. The 
lOlst Congress would have the oppor
tunity to incorporate the panel's rec
ommendations into the fiscal year 
1990 budget. 

The National Economic Commission 
will not replace the efforts made to 
reduce the fiscal year 1988 budget def
icit. But the Commission will provide a 
blueprint for long-term deficit reduc
tion. This is essential to avoid a reces
sion and perpetuate economic growth. 

I urge my colleagues in the Senate 
to support our amendment to estab
lish a National Economic Commission. 

The PRESIDING OFFICER. Who 
yields time? 

Mr. CHILES. Mr. President, I yield 1 
minute to the Senator from Alaska. 

Mr. MURKOWSKI. Mr. President, I 
thank my friend for yielding. 

I would like to join with my col
leagues on the Moynihan amendment. 

Mr. President, a few weeks ago I in
troduced a bill for a 1 year national 
debt reduction, savings, and economic 
reform commission and talked about 
the need for a long-term correction in 
U.S. fiscal policy-one that encourages 
savings, economic growth, and nation
al debt-deficit reduction. 

And, so naturally I am pleased to be 
here today to join my fellow col
leagues in a similar effort to set up a 
1-year, blue ribbon, independent, non
partisan 14-member national commis
sion to analyze and recommend ways 
to reduce the deficit and debt, and en
hance savings, capital formation, and 
economic growth. 

Mr. President, our country is in an 
extremely shaky financial condition. 
It is deep in rising debt, burdened with 
massive deficits, and faced with disap
pearing savings for capital growth. 

It is reached a point that we have 
become extremely vulnerable. So 
much so that recent record U.S. dollar 
lows and the single-day "crash" of 
Wall Street stock prices · have put our 
Nation's credit and economic growth 
at risk. 

It is obvious that something far 
more fundamental than a short-term 
budget "summit" fix is needed to re
store confidence in our fiscal stability. 

What is needed is a long-term correc
tion in U.S. fiscal policy-one that en
courages savings and debt reduction. 

This country's debt is staggering. In 
the past 6 years public debt has dou
bled to nearly $2.5 trillion and net cor
porate debt has increased by more 
than $5 trillion. Last year nearly one 
fifth of our revenue, roughly $195,000 
billion, went to pay just the interest 
on our debt while interest payments 
soaked up one half of corporate Amer
ica's earnings. 

The savings we use for economic 
growth is disappearing. Consumer sav
ings as a percent of disposable income 
is roughly one half of what it was 6 
years ago. It is at its lowest point in 40 
years-nearly $100 billion off normal 
levels. Our savings is so small we must 
rely on the savings of other countries 
to finance our debt. Eleven percent of 
our present public debt has come from 
foreign sources-roughly $250 billion
nearly twice the Federal deficit. 

Savings for the long-term is critical 
for a healthy economy. Savings in
crease the money supply making cap
ital for private and public investment 
available at affordable low-interest 
rates. This helps to stimulate growth, 
create jobs, and generate additional 
revenues to help pay off our debt, 
keep taxes low, and stretch out the 
Federal budget dollar. It makes us less 
dependent on foreign savings, more 
competitive with foreign countries, 
and avoids necessary Federal Reserve 
Board actions that risk inflation or re
cession. 

But, savings alone is not enough. We 
must also curb the excessive Govern
ment debt that eats into our Nation's 
limited savings, taking capital away 
from private investment opportunities 
for economic growth. 

Our current system is off-track. It 
encourages debt not saving. Interest 
on debt is deductible while interest on 
savings is taxed. For example, a person 
in a 33 percent tax bracket who puts 
$1,000 in a 6-percent money market 
fund for one year will have only $990 
left of purchasing power after taxes, 
assuming a 5-percent inflation rate. 

Getting a healthy policy mix of sav
ings and debt can go a long way 
toward stabilizing the dollar, curbing 
Wall Street excesses, miximizing the 
Federal budget dollar, making us com
petitive abroad, and stimulating 
growth. 

The budget "summit" agreement 
offers no overall plan for fiscal reform. 

It does avoid arbitrary Gramm
Rudman budget cuts and it contains 
some symbolic leadership value. But, 
still leaves us with an uncertain feel
ing about our fiscal future. By next 
year we will still have more debt and 
spending than ever. 

Yet, we must not overreact. Fiscal 
reform is not just finding numbers to 
balance a budget. It is coming up with 
the right long-term policies that can 
lead to a stable, healthy economy. 

But it is a sensitive and complex 
problem. A fast-track blue-ribbon eco
nomic commission will help give us 
thoughtful, straight-forward, bal
anced, and measured policy options
options that are not unduly influenced 
by harmful particular political pres
sures. It will also minimize untimely, 
excessive, or wrong combinations of 
tax increases, spending cuts, and Fed
eral reserve actions that could retard 
growth and cause undue hardship to 
millions of Americans. 

Mr. President, because of this, I ask 
this body to support this amendment. 

The Commission's cost is minimal. 
Its expenses are limited to no more 
than $1 million, and will be paid from 
Secretary of Treasury funds. 

Groups that are now working on 
similar projects could give the Com
mission a good running start at a cred
ible, expedited report for the next 
President by March 1, 1989. 

A long-term correction in U.S. fiscal 
policy is long overdue. I ask you to 
join us in this amendment. 

Mr. MOYNIHAN. Mr. President, I 
ask unanimous consent that the distin
guished majority leader be added as an 
original cosponsor. 

The PRESIDING OFFICER. With
out objection, it is so ordered. 

Is there further discussion on the 
amendment? Is all time yielded back? 
All time has been yielded back. ·The 
question is on agreeing to the amend
ment. 

The amendment CNo. 1266) was 
agreed to. 

Mr. MOYNIHAN. Mr. President, I 
move to reconsider the vote by which 
the amendment was agreed to. 

Mr. CHILES. Mr. President, I move 
to lay that motion on the table. 

The motion to lay on the table was 
agreed to. 

Mr. MOYNIHAN. I thank the distin
guished manager of this legislation, 
the Senator from Florida, the chair
man of the committee, and the distin
guished . Senator from New Mexico, 
the ranking member, and especially 
the majority leader who made it possi
ble at this late hour to bring this 
matter before the Senate. 

EXPORT-IMPORT BANK ASSET SALES 

Mr. HEINZ. Mr. President, the lead
ership package that we are considering 
in this reconciliation debate represents 
one more step, albeit a modest one, in 
coming to grips with the budget deficit 
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problem. While the package is small in 
comparison with the fiscal gap we are 
facing, it must at least be applauded as 
better than no leadership at all. 

There is, however, one element of 
the package that is worthy of no ap
plause at all, and that is in fact a real 
losing proposition. I ref er to asset 
sales, the budget gimmick that trades 
a quick, temporary infusion of funds 
for larger deficits in the future and 
permits us to avoid difficult budget 
choices now. As my colleagues know, I 
have been increasingly concerned 
about the management of Federal 
credit and the issue of asset sales. I am 
a sponsor and strong supporter of 
credit reform, which would avoid the 
entire issue of selling off assets by 
scoring the cost of credit accurately 
and up front. However, I do not expect 
credit reform to be implemented nor 
asset sales abandoned in our discus
sion of the leadership package today. 

What I would at least like to see is 
more even-handed treatment of pro
grams forced to undertake asset sales. 
I am submitting an amendment for 
printing that I will not propose that 
would condition any asset sales by the 
Export-Import Bank on exemption of 
the Bank from prepayment penalties 
required by the Federal Financing 
Bank for early retirement of agency 
debt. This amendment would not 
change the deficit. or increase spend
ing but would accord Eximbank the 
same waiver of penalties provided for 
the Rural Electrification Administra
tion in section 8201 of the leadership 
package. 

My amendment would protect the 
Bank from $90 million of capital losses 
arising from prepayment penalties. 
These losses will further reduce .the 
capital base of the Bank and with it 
the confidence of investors and ex
porters at the very time that they are 
looking to the Bank to meet export fi
nancing needs no longer met by com
mercial banks. 

As I have stated, my amendment 
does not alter the deficit nor does it 
increase resources for new spending by 
Exim. Exim lending is controlled by 
annual appropriations. It is a book
keeping transfer internal to the Gov
ernment. FFB is now making money at 
the expense of Exim's capital base by 
collecting high interest payments 
based on interest rates prevailing in 
the early 1980's while borrowing at 
lower rates today. My amendment 
would end this drain by permitting 
Exim to refinance at par without 
changing Federal spending of Treas
ury's borrowing requirements. 

I have submitted this amendment 
with no illusions about the difficulty 
of altering the leadership package. Ev
eryone is concerned about lowering 
the deficit and does not want to upset 
the summit deal. But there is also a 
trade problem out there-October's 
trade deficit hit $17.6 billion, up from 

$14.1 billion in September. I believe it 
is necessary to at least make the effort 
to preserve our one source of official 
export finance at a time when financ
ing is often the key to export deals 
and banks are getting out of the busi
ness. 

Eximbank's direct credit program 
has been reduced by nearly 90 percent 
in 5 years. It is the whipping boy of 
the budget process. I ask my col
leagues to work with me to preserve 
this vital institution, if not in amend
ing the budget compromise today, 
then in future budgets. 

I ask unanimous consent that the 
text of this amendment be printed fol
lowing my statement in the RECORD. 

There being no objection, the 
amendment was ordered to be printed 
in the RECORD, as follows: 

At the end of section 9007 <adding a new 
section 16 to the Export-Import Bank Act of 
1945), add the following: 

"Ce> LIMITATION.-Loans may be sold pur
suant to this section only to the extent that 
funds realized from the sale are used to 
prepay obligations issued by the Export
Import Bank of the United States to the 
Federal Financing Bank in order to fund 
the Export-Import Bank's lending program 
without any charges associated with the 
prepayment in excess of the outstanding 
balance on the obligations and the interest 
due as of the date of the prepayment.". 

AMENDMENT NO. 1267 

(Purpose: To extend the Arizona Health 
Care Demonstration Project> 

Mr. DECONCINI. Mr. President, I 
send an amendment to the desk on 
behalf of myself and Mr. McCAIN, and 
ask for its immediate consideration. 

The PRESIDING OFFICER. The 
clerk will report. 

The legislative clerk read as follows: 
The Senator from Arizona [Mr. DECoN

CINI], for himself and Mr. McCAIN, proposes 
an amendment numbered 1267. 

Mr. DECONCINI. Mr. President, I 
ask unanimous consent that reading of 
the amendment be dispensed with. 

The PRESIDING OFFICER. With
out objection, it is so ordered. 

The amendment is as follows: 
At the appropriate place, insert the fol

lowing new section: 
SEC. . EXTENSION OF ARIZONA HEALTH CARE 

DEMONSTRATION PROJECT. 
<a> RENEWED APPROVAL.-Notwithstanding 

any limitations contained in section 1115 of 
the Social Security Act, but subject to sub
sections Cb> or Cc> of this section, the Secre
tary of Health and Human Services Cin this 
section referred to as the "Secretary") upon 
application shall renew until September 30, 
1989, approval of demonstration project 
number 11-P-98239/9-05 ("Arizona Health 
Care Cost Containment System
AHCCCS-A statewide approach to cost ef
fective health care financing"), including all 
waivers granted by the Secretary under 
such section 1115 as of September 30, 1987. 

Cb) TERMS AND CONDITIONS.-The Secre
tary's renewed approval of the project 
under subsection Ca> shall-

<1> subject to subsection Cc>. be on the 
same terms and conditions that existed be-

tween the applicant and the Secretary as of 
September 30, 1987; and 

(2) remain in effect through September 
30, 1989, unless the Secretary finds that the 
applicant no longer complies with such 
terms and conditions. 

(C) PERMITTING ADDITIONAL WAIVERS AND 
COVERAGE.-Nothing in this section shall be 
construed to prevent the applicant from 
seeking approval, in due course, from the 
Secretary-

< 1 > for additional waivers under section 
1115 of the Social Security Act, 

<2> for coverage of additional optional 
groups, and 

<3> for coverage of long-term care and 
other services which were not covered as of 
September 30, 1987. 

Mr. DECONCINI. Mr. President, our 
amendment responds to a request 
from our State legislative leadership 
for the extension of Arizona's Indigent 
Health Care Demonstration Pro
gram-the Arizona Health Care Cost 
Containment System CAHCCCSl. 
AHCCCS has been providing health 
care services to at least 215,000 Arizo
nans since 1982. As a prepaid health 
plan, it has been a joint State-Federal 
demonstration project under the Med
icaid program for the past 5 years. 

We are now on the threshold of 
making the program permanent. How
ever, the current HCFA imposed dead
line of January 31, 1988 for complet
ing negotiations on the outstanding 
issues does not give the State suffi
cient time to finish the work that has 
been undertaken by the legislative 
leadership and the Indian tribes to 
reach agreement on the final plan. We 
need to give the State additional time 
to complete its negotiations. Our 
amendment accomplishes this by al
lowing the demonstration program to 
continue operating until September 
30, 1989 under the approved waiver 
which was in effect on September 30, 
1987. 

By adopting this amendment, we are 
saving the Federal Medicaid budget 
$70 million. Without the amendment, 
AHCCCS will be phased out of oper
ation by the Health Care Financing 
Administration and Arizona's only 
option will be to adopt a traditional 
fee-for-service Medicaid Program. If 
this happens, the Federal Government 
will end up paying $70 million more 
out of its Medicaid budget. By extend
ing the AHCCCS Program, the most 
the Federal Government will pay in 
the current fiscal year for AHCCCS is 
$110 million, not the $180 million re
quired for a traditional Medicaid pro
gram if that were adopted by the 
State to maintain health services for 
the indigent in Arizona. 

Mr. President, the distinguished 
chairman of the Finance Committee, 
Senator BENTSEN, and the ranking mi
nority member, Senator PACKWOOD, 
understand the urgency of the situa
tion facing Arizona. In fact, they have 
been very responsive to our need for 
this amendment and have agreed to 
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accept the provision. I thank them for 
their willingness to help us. This Sena
tor is most appreciative of their lead
ership and the fine work they have 
done on our behalf. I would urge the 
support of my colleagues for this 
amendment so the people of Arizona 
can continue to get critical health 
services provided by the Arizona 
Health Care Cost Containment Pro
gram. 

Mr. President, I thank the ranking 
member and the chairman of the Fi
nance Committee, Senator PAcKwoon 
and Senator BENTSEN, for their coop
eration in getting this matter to the 
floor in a very timely manner, as well 
as the Senator from New Mexico and 
the Senator from Florida for their val
uable cooperation. 

Mr. President, I yield to my col
league. 

Mr. McCAIN. Mr. President, I join 
my distinguished colleague and friend 
from Arizona, Senator DECONCINI, in 
offering this amendment to extend 
the life of the Arizona Health Care 
Cost Containment System CAHCCCSJ 
through September 1989. 

This program operates on a 5-year 
waiver provided by the Department of 
Health and Human Services. The pro
gram, which provides care on a capi
tated rather than the traditional fee
for-service basis, has been pointed to 
on many occasions by the administra
tion as the model for how they would 
like to see Medicaid operate in the 
future. 

However, Mr. President, we face a 
problem. The State of Arizona and the 
Federal Government are still working 
out the details of the second 5-year 
waiver. Unfortunately, if the details of 
the new waiver are not agreed to by 
January 1988, the program will begin 
to be dismantled-with a drop dead 
date of September 1988. 

If the program is dismantled, and 
the State of Arizona has to revert to 
the traditional fee-for-service Medic
aid Program, and the Federal Govern
ment would have to shell out an addi
tional $70 million annually-beginning 
in 1988. According to the Congression
al Budget Office, the Federal Govern
ment's share of AHCCCS is $110 mil
lion, while under the traditional fee
for-service Medicaid Program it would 
be $180 million. 

Senator DECONCINI and I believe 
that it is important that the time 
period for dealing with this issue be 
long enough so that the State of Ari
zona and the Federal Government can 
achieve an agreement over the details 
of the new waiver. 

At the present time, the leadership 
of our State government, members of 
both parties-both the executive and 
the legislature-are working vigorous
ly with the Federal Government to 
reach an agreement. We trust that the 
additional year extension, provided by 
this amendment, will provide adequate 

time during which an agreement can 
be reached over the details of the new 
waiver. It is for this reason that we re
quest the support of our colleagues in 
the consideration of this amendment. 

In closing, we would just like to 
remind our colleagues that if the State 
of Arizona is forced to revert to the 
traditional Medicaid Program prior to 
a resolution of the primacy issue, it is 
not only the people of Arizona that 
will suffer but it is the Federal budget 
as well. After all, according to the 
Congressional Budget Office, the fee
for-service will cost the Federal Gov
ernment $70 million more per year 
than it currently pays for our State's 
innovative Medicaid Program. 

Again, we urge our colleagues to sup-
port this amendment. · 

Mr. President, I thank my colleague 
from Arizona for his efforts in helping 
the State of Arizona through a very 
difficult time. I would also like · to 
extend my appreciation to my col
league from Florida and my colleague 
from New Mexico for allowing this 
amendment to be accepted. I believe 
this is a very important measure. The 
State of Arizona will have an opportu
nity to resolve what, for the State of 
Arizona, has become a very conten
tious issue. 

Mr. DECONCINI. Mr. President, I 
ask that the RECORD show that the 
entire Arizona delegation has worked 
on this matter for many, many hours, 
the Members of the Senate and Mem
bers of the House. I want the RECORD 
to show that we have labored hard in 
the State of Arizona on the matter. 

The PRESIDING OFFICER. Is 
there further debate? Is all time yield
ed back? All time has been yielded 
back. 

The question is on agreeing to the 
amendment. 

The amendment <No. 1267) was 
agreed to. 

Mr. DECONCINI. Mr. President, I 
move to reconsider the vote by which 
the amendment was agreed to. 

Mr. BREAUX. Mr. President, I move 
to lay that motion on the table. 

The motion to lay on the table was 
agreed to. 

AMENDMENT NO. 1268 

Mr. BREAUX addressed the Chair. 
The PRESIDING OFFICER. The 

Senator from Louisiana. 
Mr. BREAUX. I send an amendment 

to the desk and ask for its immediate 
consideration. 

The PRESIDING OFFICER. The 
clerk will report. 

The legislative clerk read as follows: 
The Senator from Louisiana CMr. BREAUX] 

proposes an amendment numbered 1268. 
Mr. BREAUX. Mr. President, I ask 

unanimous consent that the amend
ment be considered as read. 

The PRESIDING OFFICER. With
out objection, it is so ordered. 

The amendment is as follows: 

At the end of Title Ill, add the following 
new section: 

"Sec. . Notwithstanding the limitation 
provided for in the third sentence of Section 
3 of the Tennessee Valley Authority Act of 
1933, as amended, the Tennessee Valley Au
thority is hereafter authorized to spend 
power revenues to pay salaries that exceed 
such limitation to not more than 25 key em
ployees, to be designated by the Tennessee 
Valley Authority Board of Directors on the 
basis of the need to attract or retain such 
employees in the management of the Auth
ority's nuclear power operations, provided 
that the total amount of such salary paid in 
excess of such limitation shall not exceed 
$900,000 per year, said amount to be adjust
ed by the Board annually for inflation in 
the cost of living from the average for the 
calendar year 1987 ." 

Mr. BREAUX. Mr. President, I have 
discussed this amendment with both 
the chairman of the full committee 
and the ranking minority member and 
the managers of the bill who have in
dicated they have no objection to the 
amendment. 

The amendment merely attempts to, 
and I think does in fact, correct a 
problem dealing with the Tennessee 
Valley Authority's inability to hire top 
personnel to run their nuclear power 
facilities. There are approximately 25 
employees, and they simply cannot, 
other than going through the process 
of contracting out with private indus
try, obtain these employees because of 
the low salary level. This amendment 
corrects that problem by raising the 
ceiling on what they can pay their em
ployees. In effect, it will bring about a 
savings because they will be able to 
effect that savings by paying a higher 
salary than they can now but certainly 
substantially less than they have to 
pay out under the contract provision. I 
ask support for my amendment. 

The PRESIDING OFFICER. Is 
there further discussion on the 
amendment? Is all time yielded back? 
All time having been yielded back, the 
question is on agreeing to the amend
ment. 

The amendment <No. 1268) was 
agreed to. 

Mr. BREAUX. Mr. President, I move 
to reconsider the vote by which the 
amendment was agreed to. 

Mr. CHILES. I move to lay that 
motion on the table. 

The motion to lay on the table was 
agreed to. 

The PRESIDING OFFICER. Are 
there further amendments to the bill? 

AMENDMENTS NO. 1269-1278 

Mr. CHILES. Mr. President, I send a 
number of approved amendments to 
the desk and ask unanimous consent 
that the approved amendments be im
mediately considered en bloc, they be 
considered as having been read and 
passed and a motion to reconsider laid 
on the table. 

The PRESIDING OFFICER. Is 
there objection to the request of the 
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Senator from Florida? Hearing none, 
that will be the order. 

The amendments are as follows: 
AMENDMENT No. 1269 

Purpose: To strike the provision restrict
ing OMB authority to apportion funds for 
peer review under the medicare program. 

Strike subsection (k) of section 4041 of the 
amendment. 

AMENDMENT No. 1270 
Purpose: To deny a pay raise to Members 

of Congress, senior Executive Branch em
ployees, and Federal judges. 

Strike subsection Cb) of section 5001 and 
insert in lieu thereof the following: 

"(b) CERTAIN PAY ADJUSTMENTS NOT APPLI
CABLE TO MEMBERS OF CONGRESS, AND OTHER 
SENIOR EXECUTIVE, LEGISLATIVE, AND JUDI
CIAL BRANCH OFFICERS.-

( 1) For any pay period occurring in the 
fiscal year ending September 30, 1988, no 
adjustment in rates of pay made pursuant 
to section 5305 of title 5, United States 
Code, or the provisions of subsection <a> of 
this section, shall have the effect of increas
ing the rate of salary or basic pay for any 
office or position in the legislative, execu
tive, or judicial branch to a rate exceeding 
the rate <or maximum rate, if higher) of 
salary or basic pay payable for the office or 
position as of September 30, 1987 if, as of 
such date, such rate <or maximum rate> is-

<A> fixed at a rate which is equal to or 
greater than the rate of basic pay for Level 
V of the Executive Schedule under section 
5316 of title 5, United States Code, or 

<B> liinited to a maximum rate which is 
equal to or greater than the rate of basic 
pay for level V <or to a percentage of such a 
maximum rate) by reason of section 5308 of 
title 5, United States Code, or any other 
provision of law or congressional resolution. 

(2) No rate of pay for any office or posi
tion shall be increased after September 30, 
1988, based on any increase by an adjust
ment that would have been received but for 
the provisions of paragraph < 1 ), unless such 
increase is provided pursuant to a law en
acted after the date of enactment of this 
Act. 

AMENDMENT No. 1271 
Section 1891 of the Social Security Act, as 

added by the amendment made by section 
4021<D<l><A> of the amendment, is amend
ed-

(1) in subsection <a><l>-
<A> by inserting "CA)'' after "(l)", 
<B> by striking "The" and inserting in lieu 

thereof "Subject to subparagraph <B>. the", 
and 

<C> by adding at the end thereof the fol
lowing new subparagraph: 

"CB> The Secretary shall not enter into an 
agreement with a physician under this sec
tion to the extent-

"<D<D the physician has entered into a 
contract with the Secretary pursuant to sec
tion 204Ca)(l) of the Public Health Service 
Amendments of 1987, and 

"(II) the physician has fulfilled or <as de
termined by the Secretary) is fulfilling the 
terms of such contract; or 

"(ii) the liability of the physician under 
such section 204(a)(l) has otherwise been 
relieved under such section."; and 

(2) in paragraphs <l> and <2> of subsection 
Cb), by striking "338D" each place it appears 
in such paragraphs and inserting in lieu 
thereof "338E". 

Section 1915Cc) of the Social Security Act, 
as added by the amendment made by sec-

tion 402l<D<2><B> of the amendment, is 
amended by striking "338D" and inserting 
in lieu thereof "338E". 

Section 4021(1)(3) of the amendment is 
amended-

(1) by striking "(3)(A)'' and inserting in 
lieu thereof "(3)", 

<2> by striking "338D(b)(l)" and inserting 
in lieu thereof "338E(b)(l)", and 

(3) by striking subparagraphs CB) and <C> 
and inserting in lieu thereof the following 
new subparagraph: 

<B> The amendment made by subpara
graph <A> shall become effective on the date 
of the enactment of this Act. 

AMENDMENT No. 1272 
Purpose: Strike section 9010. 
On page 714, line 7, strike "section" and 

insert "title". 

AMENDMENT No. 1273 
In section 4033 of the amended bill, strike 

subsection <c> and insert in lieu thereof the 
following: 

(C) EFFECTIVE DATE.-
( 1) The amendments made by subsection 

(a) shall apply with respect to services fur
nished on or after January l, 1988. 

(2) The amendment made by subsection 
(b) shall become effective on January 1, 
1990. 

Section 4052(c)(l) of the amended bill is 
amended by striking "has not attained the 
age of 6 <or any age designated by the State 
that exceeds 6 but does not exceed 8)" and 
inserting in lieu thereof "is age 6 or under 
<or is any age designated by the State that 
exceeds 6 but does not exceed 8)". 

Section 1915(d)(5)(B) of the Social Securi
ty Act, as added by section 4101<a)(l)(B) of 
the amended bill, is amended in clauses (i) 
and (ii) by striking "7 percent" each place it 
appears in such clauses and inserting in lieu 
thereof "7 percent times the number of 
years beginning after the base year and 
ending before the waiver year involved". 

AMENDMENT No. 1274 
At the appropriate place, add the follow

ing new section: 
SEC. . WHEAT ACREAGE DIVERSION. 

Effective only for the 1988 through 1990 
crops of wheat, section 107D<c><1><C> of the 
Agricultural Act of 1949 is amended-

(1) in clause (i) by striking out "and <IV>" 
and inserting in lieu thereof "<IV>. and CV)"; 
and 

<2> in clause (ii)-
<A> by striking out "and <IV)'' in subclause 

I and inserting in lieu thereof "<IV>, and 
<V>"; and 

CB) by adding at the end thereof the fol
lowing new subclause: 

"CV> Effective for the 1988 crop, producers 
of wheat on a farm shall not be subject to 
the 50 percent planting requirement, and 
may devote all or any portion of the farm's 
1987 permitted wheat acreage to conserva
tion uses <or other uses as provided in sub
paragraph <K» under the program under 
this subparagraph, if the producers on the 
farm are prevented from planting such acre
age, if intended for wheat, to wheat for har
vest in 1988 because of a drought in 1987 
and the farm is located in a county in which 
producers were eligible to receive disaster 
emergency loans under section 321 of the 
Consolidated Farm and Rural Development 
Act <7 U.S.C. 1961) as a result of such disas
ter.". 

AMENDMENT No. 1275 
Strike section 4086 of the bill and insert in 

lieu thereof the following: 
SEC. 4086. WAIVER OF INPATIENT LIMITATIONS 

FOR THE CONNECTICUT HOSPICE. 

Subsection <a> of section 9307 of the Om
nibus Budget Reconciliation Act of 1986 is 
amended-

< 1) by striking "Temporary" in the head
ing; and 

(2) by striking "for hospice care provided 
before October 1, 1988,". 

AMENDMENT No. 1276 
At the appropriate place insert the follow

ing new section: 
"SEC. . DEMONSTRATION OF FAMILY INDEPEND

ENCE PROGRAM. 
"(a) IN GENERAL.-Upon written applica

tion of the State of Washington (in this sec
tion referred to as the 'State') and after the 
approval of such application by the Secre
tary, the State may conduct a Family Inde
pendence Demonstration Project <in this 
section referred to as the 'Project') in all or 
in part of the State in accordance with this 
section to determine whether the Project, as 
an alternative to providing benefits under 
the food stamp program, would more effec
tively break the cycle of poverty and would 
provide families with opportunities for eco
nolnic independence and strengthened 
family functioning. 

"(b) NATURE OF PROJECT.-ln an applica
tion sublnitted under subsection (a), the 
State shall provide the following: 

"(l) Except as provided in this section, the 
provisions of chapter 434 of the 1987 Wash
ington Laws, as enacted in May 1987, shall 
apply to the operation of the Project. 

"(2) All of the following terms and condi
tions shall be in effect under the Project: 

"<A><D Except as provided in clause (ii), 
individuals with respect to whom benefits 
may be paid under part A of title IV of the 
Social Security Act, and such other individ
uals as are included in the Project pursuant 
to chapter 434 of the 1987 Washington 
Laws, as enacted in May 1987, shall be eligi
ble to participate in the Project in lieu of re
ceiving benefits under the food stamp pro
gram and cash assistance under any other 
Federal program covered by the Project. 

"(ii) Individuals who receive only child 
care or medical benefits under the Project 
shall not be eligible to receive food assist
ance under the Project. Such individuals 
may receive coupons under the food stamp 
program if eligible. 

"CB> Individuals who participate in the 
Project shall receive for each month an 
amount of cash assistance that is not less 
than the total value of the assistance such 
individuals would otherwise receive, in the 
aggregate, under the food stamp program 
and any cash-assistance Federal program 
covered by the Project for such month, in
cluding income and resource exclusions and 
deductions, and benefit levels. 

"(C)(i) The State may provide a standard 
benefit for food assistance under the 
Project, except that individuals who partici
pate in the Project shall receive as food as
sistance for a month an amount of cash 
that is not less than the value of the assist
ance such individuals would otherwise re
ceive under the food stamp program. 

"(ii) The State may provide a cash benefit 
for food assistance equal to the value of the 
thrifty food plan. 

"CD> Each month participants in the 
Project shall be notified by the State of the 
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amount of Project assistance that is provid
ed as food assistance for such month. 

"CE> The State sha.11 have a program to re
quire participants to engage in employment 
and training activities carried out under 
chapter 434 of the 1987 Washington Laws, 
as enacted in May, 1987. 

"(F) Food assistance shall be provided 
under the Project-

"(i) to any individual who is accepted for 
participation in the program, not later than 
30 days after such individual applies to par
ticipate in the Project; 

"(ii) to any participant for the period that 
begins on the date such participant applies 
to participate in the Project, except that 
the amount of such assistance shall be re
duced to reflect the pro rata value of any 
coupons received under the food stamp pro
gram for such period for the benefit of such 
participant; and 

"<iii> until-
"(!) the participant's cash assistance 

under the Project is terminated; 
"<II> such participant is informed of such 

termination and is advised of the eligibility 
requirements for participation in the food 
stamp program; 

"<III> the State determines whether such 
participant will be eligible to receive cou
pons as a member of a household under the 
food stamp program; and 

"<IV> coupons under the food stamp pro
gram are received by such participant if 
such participant will be eligible to receive 
coupons as a member of a household under 
the food stamp program. 

"(H)(i) Paragraphs <l><B>, <8>. <10>. and 
<19> of section ll<e> of the Food Stamp Act 
of 1977 <7 U.S.C 2020(e)) shall apply with 
respect to the participants in the Project in 
the same manner as such paragraphs apply 
with respect to participants in the food 
stamp program. 

"(ii) Each individual who contacts the 
State in person during office hours to make 
what may reasonably be interpreted as an 
oral or written request to participate in the 
Project shall receive and shall be permitted 
to file on the same day that such contact is 
first made, an application form to partici
pate in the Project. 

"(iii) The Project shall provide for tele
phone contact by, mail delivery of forms to 
and mail return of forms by, and subsequent 
home or telephone interview with, the el
derly, physically or mentally handicapped, 
and persons otherwise unable, solely be
cause of transportation difficulties and simi
lar hardships, to appear in person. 

"(iv) An individual who applies to partici
pate in the Project may be represented by 
another person in the review process if the 
other person has been clearly designated as 
the representative of such individual for 
that purpose, by such individual or the 
spouse of such individual, and, if the appli
cation review process is concerned, the rep
resentative is an adult who is sufficiently 
aware of relevant circumstances, except 
that the State may-

"(!) restrict the number of individuals 
which may be represented by such person; 
and 

"(II) otherwise establish criteria and veri
fication standards for representation under 
this clause. 

"<v> The State shall provide a method re
viewing applications to participate in the 
Project submitted by, and distributing food 
assistance under the Project to, individuals 
who do not reside in permanent dwellings or 
who have no fixed mailing address. In carry
ing out the preceding sentence, the State 

shall take such steps as are necessary to 
ensure that participation in the Project is 
limited to eligible individuals. 

"(3) An assurance that the State will allow 
any individual to apply to participate in the 
food stamp program without applying to 
participate in the Project. 

"( 4) An assurance that the cost of food as
sistance provided under the Project will not 
be such that the aggregate amount of pay
ments made under this section by the Secre
tary to the State over the period of the 
Project will exceed the sum of-

"CA> the anticipated aggregate value of 
the coupons that would have been distribut
ed under the food stamp program if the in
dividuals who participate in the Project had 
participated instead in the food stamp pro
gram; and 

"CB> the portion of the administrative 
costs for which the State would have re
ceived reimbursement under-

"(i) subsections <a> and <g> of section 16 of 
this Act <without regard to the first proviso 
to such subsection (g)) if the individuals 
who participated in the Project had partici
pated instead in the food stamp program; 
and 

"<ii> section 16<h> of this Act if the indi
viduals who participated in the Project had 
participated in an employment and training 
program under section 6<d><4> of this Act; 
except that this paragraph shall not be con
strued to prevent the State from claiming 
payments for additional households that 
would qualify for benefits under the food 
stamp program in the absence of a cash out 
of such benefits as a result of changes in 
economic, demographic, and other condi
tions in the State and subsequent changes 
in benefit levels approved by the State legis
lature. 

"(5) An assurance that the State will con
tinue to carry out the food stamp program 
while the State carries out the Project. 

"(6) If there is a change in existing State 
law that would eliminate guaranteed bene
fits or reduce the rights of applicants or en
rollees under this section during, or as a 
result of participation in, the Project, the 
Project shall be terminated. 

"(7) The Project shall include procedures 
and due process guarantees no less benefi
cial than those which are available under 
Federal law and under State law to partici
pants in the food stamp program. 

"C8><A> An assurance that, except as pro
vided in subparagraph <B>, the State will 
carry out the Project during a 5-year period 
beginning on the date the first individual is 
approved for participation in the Project; 
and 

"<B> The Project may be terminated 180 
days after-

"(i) the State gives notice to the Secretary 
that it intends to terminate the Project; or 

"(ii) the Secretary, after notice and an op
portunity for a hearing, determines that the 
State materia.lly failed to comply with this 
section. 

"(c) F'uNDING.-If an application submitted 
under subsection <a> by the State complies 
with the requirements specified in subsec
tion <b>, then the Secretary sha.11-

"( 1) approve such application; and 
"(2) from funds appropriated under this 

Act, pay the State for-
"CA> the actual cost of the food assistance 

provided under the Project; and 
"(B) the percentage of the administrative 

costs incurred by the State to provide food 
assistance under the Project that is equal to 
the percentage of the State's aggregate ad
ministrative costs incurred in operating the 

food stamp program in the most recent 
fiscal year for which data are available, 
which was paid under subsections <a>. (g), 
and <h> of section 16 of this Act. 

"(d)(l) PROJECT APPLICATION.-Unless and 
until an application to participate in the 
Project is approved, and food assistance 
under the Project is made available to the 
applicant, such application shall-

"(A) also be treated as an applicant to par
ticipate in the food stamp program; and 

"(B) section ll<e)(9) shall apply with re
spect to such application. 

"(2) Coupons provided under the food 
stamp program with respect to an individual 
who-

"<A> is participating in such program; and 
"<B> applies to participate in the Project; 

may not be reduced or terminated because 
such individual applies to participate in the 
Project. 

"(3) For purposes of the food stamp pro
gram, individuals who participate in the 
Project shall not be considered to be mem
bers of a household during the period of 
such participation. 

"Ce> WAIVER.-The Secretary shall <with 
respect to the Project) waive compliance 
with any requirement contained in the Food 
Stamp Act of 1977 (other than this section> 
which (if applied> would prevent the State 
from carrying out the Project or effectively 
achieving its purpose. 

"(f) CONSTRUCTION.-For purposes of any 
other Federal, State or local law-

"<l) cash assistance provided under the 
Project that represents food assistance shall 
be treated in the same manner as coupons 
provided under the food stamp program are 
treated; and 

"(2) participants in the program who re
ceive food assistance under the Project shall 
be treated in the same manner as recipients 
of coupons under the food stamp program 
are treated. 

"(g) PROJECT AUDITS.-The Comptroller 
General of the United States shall-

"<l) conduct periodic audits of the oper
ation of the Project to verify the amounts 
payable to the State from time to time 
under subsection (b)(4); and 

"(2) submit to the Secretary of Agricul
ture, the Secretary of Health and Human 
Services, the Committee on Agriculture of 
the House of Representatives, and the Com
mittee on Agriculture, Nutrition, and For
estry of the Senate a report describing the 
results of each such audit. 

"(h) EVALUATION.-With funds appropri
ated under section 18<a>< 1), the Secretary 
shall conduct, in consultation with the Sec
retary of Health and Human Services, an 
evaluation of the Project.". 

AMENDMENT No. 1277 
The bill is amended as follows: 
< 1 > On page 43, line 3, the phrase "a 

period set by the Secretary not to exceed" is 
deleted; 

<2> On page 43, lines 24 through 25, the 
phrase "the Secretary under" is deleted. 

SECTION 1. CERTIFICATION AND RECERTIFICATION 
OF THE NEED FOR CERTAIN SERV
ICES. 

(a) MEDICARE CERTIFICATIONS AND RECERTI· 
FICATIONS FOR CERTAIN SERVICES.-Section 
1814<a> of the Social Security Act <42 U.S.C. 
1395Ca)) is amended-

( l) in paragraph <2> by striking "(2) a phy
sician" and inserting in lieu thereof "(2) a 
physician, or, in the case of services de
scribed in subparagraph (B), a physician, or 
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a nurse practitioner or clinical nurse special
ist who is not an employee of the facility 
but is working in collaboration with a physi
cian," and 

(2) in the matter following paragraph <7> 
by striking "a physician makes" and insert
ing in lieu thereof "a physician, nurse prac
titioner, or clinical nurse specialist <as the 
case may be> makes". 

(b) MEDICAID CERTIFICATIONS AND RECERTI
FICATIONS FOR CERTAIN SERVICES.-Section 
1902<a><44> of such Act (42 U.S.C. 
1396a<a>C44)) is amended-

(!) in subparagraph <A>-
<A> by striking "physician certifies" and 

inserting in lieu thereof "physician <or, in 
the case of skilled nursing facility services 
or intermediate care facility services, a phy
sician, or a nurse practitioner or clinical 
nurse specialist who is not an employee of 
the facility but is working in collaboration 
with a physician> certifies", and 

<B> by striking "the physician, or a physi
cian assistant or nurse practitioner under 
the supervision of a physician," and insert
ing in lieu thereof "a physician, a physician 
assistant under the supervision of a physi
cian, or, in the case of skilled nursing facili
ty services or intermediate care facility serv
ices or intermediate care facility services, a 
physician, or a nurse practitioner or clinical 
nurse specialist who is not an employee of 
the facility but is working in collaboration 
with a physician,"; and 

(2) in subparagraph <B> by striking "a 
physician;" and inserting in lieu thereof "a 
physician, or, in the case of skilled nursing 
facility services or intermediate care facility 
services, a physician, or nurse practitioner 
or clinical nurse specialist who is not an em
ployee of the facility but is working in col
laboration with a physician with a physi
cian;''. 

(C) SUPERVISION OF HEALTH CARE FuR
NISHED IN SKILLED NURSING FACILITIES.
Section 186l<j><4> of such Act (42 U.S.C. 
1395x(j)(4)) is amended-

(!) in subparagraph <A> by striking "a 
physician," and inserting in lieu thereof "a 
physician or a nurse practitioner or clinical 
nurse specialist working in collaboration 
with a physician,", and 

<2> in subparagraph <B> by striking "a 
physician" and inserting in lieu thereof "a 
physician or a nurse practitioner or clinical 
nurse specialist working in collaboration 
with a physician,". 

(d) DEFINITION.-
( l) Section 1861 of such Act <42 U.S.C. 

1395x> is amended by adding at the end 
thereof the following new paragraph: 

"Nurse Practitioner and Clinical Nurse 
Specialist 

"(ff)(l) An individual shall be treated as a 
nurse practitioner or clinical nurse specialist 
if the individual-

"<A> is licensed to practice professional 
nursing; 

"CB> performs such services as such indi
vidual is legally authorized to perform (in 
the State in which the individual performs 
such services> in accordance with State law 
<or the State regulatory mechanism provid
ed by State law>; and 

"<C><D is master's prepared in nursing; or 
"<ii> holds a masters degree in a related 

field and is certified or certified eligible by a 
national professional organization; or 

"(iii) has completed a nurse practitioner 
continuing education program and is certi
fied or certified eligible. 

"(2) A nurse practitioner or clinical nurse 
specialist works in collaboration with a phy
sician where the nurse and physician act 

pursuant to an agreement that allocates re
sponsibility for decisions and actions, but 
allows each professional to retain responsi
bility for their respective actions and engage 
in such actions independently.". 

(2) Section 186l<aa) of such Act <42 U.S.C. 
1395x<aa» is amended in paragraph (3)

<A> by striking "and the term 'nurse prac
titioner'" and "or nurse practitioner", and 

<B> by striking "mean" and inserting in 
lieu thereof "means". 

(3) Section 186l(s)C2><H> of such Act <42 
U.S.C. 1395x(s)(2)(H)) is amended in clause 
(i) by striking "physician assistant or by a 
nurse practitioner <as defined in subsection 
(aa)(3))" and inserting in lieu thereof "phy
sician assistant (as defined in subsection 
<aa><3» or by a nurse practitioner". 

(e) EFFECTIVE DATE.-
( 1) The amendments made by subsections 

(a), (c), and (d) of this section shall apply to 
items and services furnished on or after the 
date of enactment of this Act. 

(2)(A) Except as provided in subparagraph 
<B>. the amendments made by subsection 
Cb) shall apply to medical assistance provid
ed on or after the date of enactment of this 
Act. 

<B> In the case of a State plan for medical 
assistance under title XIX of the Social Se
curity Act which the Secretary of Health 
and Human Services determines requires 
State legislation in order for the plan to 
meet the additional requirements of the 
amendments made by subsection (b), the 
State plan shall not be regarded as failing to 
comply with the requirements of such title 
solely on the basis of its failure to meet the 
additional requirements before the first day 
of the first calendar year beginning after 
the close of the first regular session of the 
State legislature that begins after the date 
of the enactment of this Act. 
SEC. 2. COVERAGE OF CERTAIN ITEMS AND SERV

ICES FURNISHED BY A NURSE PRACTI
TIONER OR CLINICAL NURSE SPE
CIALIST. 

(a) PAYMENT OF BENEIFTS.-Section 
1833(a)(2) of the Social Security Act <42 
U.S.C. 1395I<a><2» is amended-

(!) in subparagraph <B> by striking "CC) or 
<D>" and inserting in lieu thereof "CC), <D>. 
or <E>", 

<2> in subparagraph <C> by striking "and", 
(3) in subparagraph <D> by inserting 

"and" after "tests;", and 
<4> by adding at the end thereof the fol

lowing new subparagraph: 
"CE) with respect to items and services de

scribed in section 1861<s)(2)(L), the amount 
paid shall be equal to 100 percent of the 
amount determined as the reasonable 
charge for such items and services under 
section 1842(b)(10).". 

(b) CONTRACTS WITH CARRIERS.-Section 
1842<b> of such Act <42 U.S.C. 1395u<b» is 
amended by adding at the end thereof the 
following new paragraph: 

"<13> In providing payment for the items 
and services described in section 
186l<s><2><L>. each carrier shall require that 
payment be made in the manner described 
in paragraph (3)(B><ii>. except that the rea
sonable charge shall be determined as 75 
percent of the prevailing charge paid for 
similar items and services in the same locali
ty.". 

(C) DEFINITION.-Section 1861<s)(2) of 
such Act (52 U.S.C. 1395x<s><2» is amend
ed-

(1) by striking "and" at the end of sub
paragraph (J), 

(2) by adding "and" at the end of subpara
graph <K>, and 

(3) by adding at the end thereof the fol
lowing new subparagraph: 

"<L> services furnished by a nurse practi
tioner or clinical nurse specialist in a skilled 
nursing facility and services and supplies 
furnished as an incident to such services;". 

(d) CONFORMING CHANGE.-Section 186l(h) 
of such Act <42 U.S.C. 1395x(h)) is amended 
by inserting ", and excluding any item or 
service described in subsection (s)(2)(L)" 
before the period. 

(e) EFFECTIVE DATE.-The amendments 
made by this section shall apply to items 
and services furnished on or after the date 
of enactment of this Act. 
SEC. 3. COVERAGE OF CERTAIN ITEMS AND SERV

ICES FURNISHED BY A NURSE PRACTI
TIONER OR CLINICAL NURSE SPE
CIALIST. 

<a> IN GENERAL.-Section 1905<a> of the 
Social Security Act (42 U.S.C. 1396d<a» is 
amended in paragraph <5>-

(1) by inserting "(A)" after the paragraph 
designation; and 

<2> by striking "elsewhere;" and inserting 
in lieu thereof "elsewhere; and <B> services 
furnished in an intermediate care facility or 
skilled nursing facility by a nurse practition
er or clinical nurse specialist <as defined in 
section 1861(ff)(l)) working in collaboration 
with a physician;". 

(b) EFFECTIVE DATE.-
( l) Except as provided in paragraph <2>, 

the amendments made by this section shall 
apply to medical assistance provided on or 
after the date of enactment of this Act. 

<2> In the case of a State plan for medical 
assistance under title XIX of the Social Se
curity Act which the Secretary of Health 
and Human Services determines requires 
State legislation in order for the plan to 
meet the additional requirements of the 
amendments made by this section, the State 
plan shall not be regarded as failing to 
comply with the requirements of such title 
solely on the basis of its failure to meet the 
additional requirements before the first day 
of the first calendar year beginning after 
the close of the first regular session of the 
State legislature that begins after the date 
of the enactment of this Act. 

SEC. 4. The Secretary shall issue such 
rules and regulations which will ensure that 
this provision is implemented in a budget 
neutral manner. The Secretary is author
ized to reduce the levels of payments that 
would otherwise be paid to ensure bu~get 
neutral implementation. 

.AMENDMENT NO. 1269 

Mr. MITCHELL. Mr. President, I 
rise in support of Senator HEINZ' 
motion to strike from the leadership 
package a provision offered in commit
tee which would prohibit the Execu
tive Office of Management and Budget 
[OMBl from limiting the amount of 
Medicare funding available to the Sec
retary of Health and Human Services 
for the Medicare Peer Review Organi
zation. 

Earlier this year I introduced legisla
tion, which was supported by my col
league from Pennsylvania, which is in
tended to reform and improve the 
PRO Program. One of the most seri
ous problems with the program in
volves the amount of funding available 
to carry out the activities mandated by 
law. 

While my legislation addresses the 
question of funding, it does not man-
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date a specific funding level for the 
program. In the past it has been diffi
cult to get an adequate level of fund
ing from OMB in spite of support for 
increases from Congress and the 
Health Care Financing Administra
tion. 

Senator HEINZ' amendment, included 
in the leadership package, would have 
limited OMB's control over the fund
ing levels for the PRO Program. I am 
pleased that since the committee's in
clusion of this amendment, Senator 
HEINZ and others have reached a ten
tative agreement with OMB on a 2-
year funding level that would fund an 
expanded scope of work, including 
review in nursing homes and home 
health facilities. 

OMB's agreement to fund PRO ac
tivities at $625 million for the upcom
ing 2-year cycle is a significant step 
toward adequate funding for this im
portant program which monitors the 
quality of care delivered to the Na
tion's Medicare beneficiaries. 

I am optimistic that this agreement 
will resolve one of the most serious 
concerns expressed about the PRO 
Program-a lack of adequate funding. 
I commend Senator HEINZ for his ef
forts in reaching this important agree
ment. 

Mr. HEINZ. Mr. President, the 
amendment I am offering will strike 
from the leadership package a provi
sion I offered in committee to prohibit 
the Executive Office of Management 
and Budget [OMBl from limiting the 
amount of Medicare funds the Secre
tary of HHS can use to carry out the 
activities of Peer Review Organiza
tions [PRO'S]. 

Mr. President, this provision was 
passed by the committee because of a 
growing frustration with OMB's con
straints on PRO funding. Congress 
has created and expanded the PRO 
system in an effort to ensure that the 
quality of health care for Medicare 
beneficiaries is high and is not im
paired by efforts to control Medicare 
costs. We learned a tough lesson about 
the effect of cost containment on 
health care quality when we imple
mented the hospital DRG system with 
its incentives to release patients 
"sicker and quicker" from our hospi
tals. Our response was to mandate a 
more strict review by PRO's of the 
quality of care hospitals provide. 
While PRO's have done their best, 
they have been "hamstrung" in their 
reviews because of limited funds and 
limited access to post-hospital care set
tings. If we do make sure that PRO's 
are adequately funded now, I fear we 
will see more and more serious quality 
problems as we tackle the next target 
for health care cost containment, 
rising part B physician costs. 

The committee took this meat-ax ap
proach to limiting OMB's control over 
PRO funds to give us some time to 
work with OMB on an adequate fund-

ing level. I'm pleased to report that we 
have reached a tentative agreement 
with OMB on a 2-year funding level 
that would fund a reasonable scope of 
work for PRO's and that is acceptable 
to Senators BENTSEN, MITCHELL, and 
myself. I have a letter today from 
OMB confirming this agreement and 
ask unanimous consent that it be 
printed in the RECORD. 

There being no objection, the letter 
was ordered to be printed in the 
RECORD, as follows: 

EXECUTIVE OFFICE 
OF THE PRESIDENT, 

OFFICE OF MANAGEMENT AND BU~ET, 
Washington, DC, December 10, 1987. 

Hon. LLOYD BENTSEN, 
U.S. Senate, Washington, DC. 

DEAR MR. CHAIRMAN: As the Administra
tion has previously indicated, we have seri
ous objections to Section 4041Ck), "Restric
tion on OMB authority to apportion Peer 
Review funding", of the Senate Finance 
Committee December 3, 1987 package for in
clusion in the Leadership Deficit Reduction 
Amendment. However, I also indicated in 
my earlier letter to you that we looked for
ward to working with your staff to resolve 
appropriately the concerns of the Commit
tee. 

My understanding is that our staffs have 
clarified-and, I hope, resolved-the con
cerns. The concerns discussed included the 
overall level of Peer Review Organization 
<PRO) funding, the general priority accord
ed various PRO tasks, and related financial 
management issues. 

The Administration intends to issue by 
January 1, 1988, a scope of work for the 
third round of PRO contracts. For budget
ing and planning purposes, we are assuming 
that $625 million will be available for obliga
tion for the third round of biennial PRO 
contracts. This funding level is projected to 
be consistent with the expected require
ments of the scope of work. 

In light of the staff discussions and this 
letter, I trust that you will move to have 
Section 404l{k) deleted from the Senate Fi
nance Committee provisions included in the 
Leadership Amendment. Once that has 
been accomplished, the Administration 
would be able to fully support the package 
of Medicare, Medicaid, and Income Security 
provisions adopted by the Finance Commit
tee to implement the Budget Summit Agree
ment. 

Sincerely yours, 
JAMES C. MILLER III, 

Director. 

Mr. HEINZ. Mr. President, we antici
pate that OMB will agree to apportion 
$625 million for an approved scope of 
work for the PRO program prior to 
completion of conference. 

In brief, OMB has agreed to fund 
the next, 2 year cycle of PRO activi
ties at a level of $625 million. And to 
extend the PRO scope of work to in
clude PRO review of nursing home, 
home health, and physician care, as 
required by COBRA. OMB has also 
agreed to work closely with the Secre
tary of DHHS and with Finance mem
bers in determining how the $625 mil
lion will be apportioned. 

Mr. President, the agreement we 
have reached with OMB is fair, cost
conscious, and goes a long way to 

ensure that our "quality watch" under 
Medicare does not stop at the hospital 
door, but extends as well to nursing 
homes, physician offices, and the ben
eficiary's home. This agreement is also 
an important and constructive step by 
OMB, DHHS, the Congress, and the 
PRO industry toward a common work
plan and a common goal. I believe we 
have made progress in moving the 
Congress' quality objectives for Medi
care with this agreement. I move to 
strike my provision. 

AMENDMENT NO. 1273 

Mr. BENTSEN. Mr. President, the 
first correction will clarify that the re
basing of the lab fee schedules be
comes effective for services furnished 
on and after January 1, 1988, and the 
1990 effective date applies only to the 
intermediate sanctions provision. 

The second technical correction is to 
clarify that coverage of the DEFRA 
children-those who meet the AFDC 
income and resource requirements but 
do not receive AFDC-would be ex
panded by 2 years-through age 6 
rather than up to the 6th birthday. 

The third technical correction modi
fies the formula for the home and 
community-based waivers to clarify 
that the growth factor of no more 
than 7 percent is applied on a per year 
basis. 

The fourth technical amendment 
clarifies that section 4056-optional 
Medicaid coverage of individuals in 
certain States receiving only optional 
State supplementary payments-ap
plies only in situations in which the 
State's income disregard rules are 
more restrictive than SSI rules. This 
conforms the language to the intent to 
cover States such as Oklahoma that 
have an income disregard for their 
State supplementary payments that is 
more restrictive than SSI, and con
form to the original CBO and OMB es
timates that the provision was budget 
neutral or saved money. Without the · 
correction, CBO now estimates a cost 
of $10 million in fiscal year 1988. 

The fifth technical amendment 
clarifies that the delay in collecting 
quality control penalties is not a for
giveness of penalties, but rather a pro
hibition on the Secretary collecting 
the penalties prior to July 1, 1988. 

AMENDMENT NO. 1274 

Mr. HATFIELD. Mr. President, the 
amendment I am offering today pro
vides relief to the wheat farmers in 
the Pacific Northwest who were pre
vented earlier this year from planting 
their 1988 crop due to extreme 
drought conditions. Most of the wheat 
grown in the Northwest is soft white 
winter wheat and farmers historically 
have planted their crop in the fall. If 
the crop is not planted then, much 
smaller yields result since planting is 
delayed until spring. 

In Oregon perhaps 20 to 30 percent 
of wheat farmers were not able to 
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plant because the usual fall rains did 
not materialize. The Columbia River 
Basin is prime wheat country in 
Oregon and Washington but these 
areas were listed in the "extreme" cat
egory when measured by the Palmer 
Drought Index. Pendleton, OR, usual
ly receives an inch of rain in October; 
this year it got a trace. The 3 month 
total ending October 31 was .08 inches. 
The weather news from Walla Walla, 
WA, was just as bad-no rain fell in 
October and only .21 fell during the 
same 3 months. 

My proposal provides winter wheat 
farmers, who have not planted a 1988 
crop due to drought conditions, the 
option of not planting in the spring 
and receiving 92 percent of their 
normal deficiency payments. Without 
the so-called 0/92 option, many farm
ers will plant a spring wheat crop, and 
no matter how small the crop, the 
farmers will receive the full 100 per
cent of their deficiency payments. Ac
cording to CBO, this amendment is at 
least savings neutral. 

I assure my colleagues that this 
amendment is drawn very narrowly 
and is not an endorsement of a com
prehensive 0/92 option. 

There is precedent for using O /92 as 
a disaster relief measure. Earlier this 
year we enacted legislation-Public 
Law 100-45-allowing farmers in the 
Midwest, who were unable to plant 
their 1987 crop due to flooding, to use 
the 0/92 option. Mr. President, we 
have a pending disaster of the oppo
site nature now in the Pacific North
west. 

It is my understanding that mem
bers of the Agriculture Committee 
have no objection to this amendment 
and I urge my colleagues to adopt this 
proposal. 

the entire State but not for its direct 
home-care delivery service area. 

This is a no cost provision. Connecti
cut hospice consistently comes in 
under the cap of $7,391 per patient. 
The cost per case at Connecticut hos
pice totals only $5,350 per patient. 

When the original temporary waiver 
was enacted, my colleagues agreed 
that the oldest hospice and the first 
teaching hospice in the country 
should not be put out of business. 
Given the long and strong tradition of 
quality care at Connecticut hospice, I 
urge my colleagues to support this 
amendment to assure that this hospice 
will be able to continue serving the 
residents of my State. 

AMENDMENT NO. 1276 

Mr. EVANS. Mr. President, I rise to 
off er an amendment which would 
enable the State of Washington to 
move ahead with its carefully-designed 
Family Independence Program [FIPJ. 
The operation of the FIP demonstra
tion project requires Federal waivers 
in AFDC, Medicaid, and Food Stamps. 
Although it would have been more de
sirable to have moved free-standing 
waiver legislation, the time constraints 
under which we are working have ob
viated that possibility. 

Last April, the Washington State 
Legislature enacted the Family Inde
pendence Program CFIPJ. Implemen
tation of this project is scheduled to 
begin in March 1988. However, the 
State statute requires that the Gover
nor submit a report on the action 
taken by Congress to approve FIP. 
The State legislature must then reap
prove FIP prior to the March 1 start 
date. Failure of Congress to act by the 
end of 1987 will delay program imple
mentation for as long as an additional 
year since the State legislature will ad
journ in early March. 

AMENDMENT No. 121s The Senate Finance Committee, 
Mr. DODD. Mr. President, today I after reviewing the FIP proposal, in

am urging my colleagues to join me in eluded the necessary AFDC and Med
sponsoring an amendment to this rec- icaid waivers of its reconciliation 
onciliation package, to modify a mark. Thus, the project needs only 
waiver for the Connecticut hospice. the food stamp waiver before it can be 

This reconciliation package contains implemented. Our amendment would 
only a 2-year extension of the waiver provide for such a food stamp waiver. 
on in-patient/home-care ratios for This language has been cleared with 
Connecticut hospice. But we have the chairman of the Agriculture Com
been enacting temporary waivers for mittee as well as the distinguished 
the Connecticut hospice, the oldest ranking member. Similar legislation 
and first teaching hospice in the coun- already has been approved by the 
try, since 1982. Without a permanent House Agriculture Committee. FIP is 
waiver, it will not be able to continue budget neutral at the State level. CBO 
providing quality care to thousands of has concluded that the effects of the 
Connecticut residents and their fami- waiver legislation would be budget 
lies. Lack of a permanent waiver is neutral at the Federal level as well. 
also hampering plans to move forward FIP is a 5-year demonstration 
in meeting the health emergency project as an alternative to the cur
posed by the AIDS epidemic. rent AFDC program. It is a work-train-

Because Connecticut hospice was de- ing intensive project aimed at enhanc
signed to serve the entire State and ing the job skills of welfare recipients. 
continues to provide in-patient care It is a proposal that has been carefully 
statewide, it can never meet the 20- to constructed and has received over-
80-percent ratio established by the whelming bipartisan support from our 
hospice legislation. The Connecticut State legislature as well as national 
hospice does meet a 20-to-80 ratio for and State welfare rights organizations. 
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I urge the amendments immediate 
adoption. 

AMENDMENT NO. 1276 

Mr. ADAMS. Mr. President, I rise in 
support of the amendment offered by 
my distinguished colleague from 
Washington State, Mr. EVANS and 
myself. It is my understanding that 
this amendment is not controversial, 
and has been cleared with both sides. 

This amendment allows Washington 
State to use its Federal Food Stamps 
allocation for the purpose of operating 
a demonstration program, the Family 
Independence Plan, for 5 years a.S an 
alternative to the current AFDC Pro
gram. Provisions permitting similar 
use of the State's AFDC and Medicaid 
funds are already part of the overall 
reconciliation bill currently before the 
Senate. Inclusion of this provision 
simply makes the package complete. 

The Family Independence Plan is 
designed to address many of the con
cerns that have been raised about the 
existing AFDC program. This plan 
provides a multiservice assistance 
package, including job placement and 
training, child care, and guaranteed 
child care and Medicaid for a year 
after permanent placement. It is 
budget neutral at the State level, and 
I assure my colleagues that the Con
gressional Budget Office has deter
mined that the amendment we off er 
today is budget-neutral at the Federal 
level as well. 

Authorization of the Washington 
State plan as a demonstration pro
gram will be an important step toward 
national welfare reform. This plan has 
received bipartisan support, both 
within my State and nationwide. It 
guarantees that participants will not 
be worse off than they were before, 
and protects their traditional entitle
ment rights. It also provides for a re
newed focus on the development of 
work skills as the most dependable 
way for individuals to permanently 
escape the trap of dependency. 

I am proud of the contribution that 
my State, behind the leadership of it's 
distinguished Governor, the Honora
ble Booth Gardner, is making to the 
cause of welfare reform; and I urge my 
colleagues to support this effort by ac
cepting this amendment. 

AMENDMENT NO. 1277 

Mr. MELCHER. Mr. President this 
amendment to the federal oil and gas 
leasing provisions in the bill provides 
for a fixed 3-year recycle period on the 
over-the-counter leases. It is an 
amendment supported by the inde
pendent oil and gas producers. 

The 3-year recycle period provides 
stability in their operations and will 
help them to assure the best opportu
nity for exploration and development 
on Federal leases. 

The country needs more oil and gas 
development. The independent opera-
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tors are the fore-front of renewed ex
ploration. 

AMENDMENT NO. 1278 , 
Mr. INOUYE. Mr. President, the 

amendment which I am proposing 
today incorporates the provisions of S. 
101, the Advanced Nursing Services in 
Nursing Homes Act, and is cospon
sored by Senators BURDICK, SIMON' 
and BINGAMAN. 

Under the current Medicaid law, 
nurse practitioners are authorized to 
perform recertification of medical ne
cessity in skilled nursing facilities and 
in intermediate care facilities, as long 
as they are supervised by physicians. 
Our amendment would expand these 
services by allowing nurse practition
ers and clinical nurse specialists to cer
tify and recertify the need for continu
ing care in both institutions under the 
programs of Medicare and Medicaid. 
Further, we have modified the physi
cian supervision requirement to only 
require collaboration. 

An additional aspect of this amend
ment would provide for the reimburse
ment of nursing visits in the same 
manner as physician visits are reim
bursed, that is, when required on a 
periodic basis by the statute. The Con
gressional Budget Office [ CBO l has 
indicated that this amendment has no 
dollar cost and we are confident that it 
will provide quality health care in a 
cost-effective manner. 

Mr. President, the purpose of our 
amendment is to bring the most cur
rent state of the art nursing care to 
our Nation's senior citizens. Without 
question, our population is rapidly 
aging and unfortunately, there is a 
severe shortage in all health disci
plines of individuals who are specially 
trained in geriatric care. 

As drafted, our amendment will spe
cifically pay nurse practitioners and 
clinical nurse specialists 75 percent of 
their prevailing charge, a rate I might 
point out that is 5 percent less than 
what physicians receive. Further, we 
have required that nurses who receive 
payment for services cannot charge 
the beneficiaries an additional 
amount, that is, there a mandatory 
Medicare provision assignment. 

Finally, to ensure that there will not 
be an economic conflict of interest, we 
have modified our original legislation 
to insure that those professional 
nurses who are performing the certifi
cation and recertification services may 
not be employees of the institution. I 
might point out that such a require
ment of an arm's-length relationship 
between the practitioner and the facil
ity is not required under the current 
law for physicians who are providing 
these same services. 

Mr. DOMENIC!. Mr. President, I 
thank my good friend, the chairman 
of the Budget Committee, for his time 
and effort and patience on this bill 
and the majority and minority staff of 
the Budget Committee and of those 

committees that performed work to 
put this package together. 

Mr. President, I would like to take a 
minute to thank the staff who have 
worked so very hard on this effort. I 
would like to thank not only the mi
nority staff of the Budget Committee, 
but the very able staff of the other 
committees, which contributed to the 
leadership amendment: the staffs of 
the Finance Committee, the Agricul
ture Committee, the Governmental 
Affairs Committee and the Labor and 
Human Resources Committee. It is too 
easy to forget that it is these many 
talented, hardworking staff members 
who work long hours under very diffi
cult circumstances to help us do our 
work. This is particularly true of our 
own minority leader's staff. I just 
want to express my own gratitude 
here, now, and I am sure the gratitude 
of the many members of the budget 
summit process. 

I see the majority leader sitting here 
and while there has been a lot of com
plaining about the economic summit, I 
think maybe we witnessed a little bit 
of history tonight because I do not 
think in 15 years-and I would bet 
that if we checked the record for all 
the Senate's history-an informal 
agreement between a President and 
six Senators without any power, no 
reconciliation instructions, nothing to 
hold over them, but the committees of 
the Senate went to work and in sub
stance, if not in absolute spirit, com
plied with the summit conference 
passed in one day in the Senate. I 
think it bodes well for the Congress if 
we can now get it out of conference. 

I think it really says there was a dif
ference between meeting with the 
President and the House, Democrats 
and Republicans, and passing some
thing and waiting around for a seques
ter. I think it is a genuine effort in a 
crisis. I personally was not sure that 
we could accomplish it. There are 
many who think we could have accom
plished more, but just think, the Fi
nance Committee did its job with 
nothing but the word of these summi
teers saying you ought to do it. Gov
ernment Operations did theirs. Agri
culture did theirs. And surely every 
"t" is not crossed and when we go to 
conference we will have a chance to 
correct a few things, but I think it is a 
marvelous example of what can 
happen when the President and 
Democratic leaders and Republican 
leaders sit down together. 

I want to thank the majority and mi
nority leaders for the tremendous help 
they have been to us and obviously it 
goes without saying to my friend Sen
ator CHILES. 

Mr. President, even though we voice 
vote this, there are five or six Senators 
who wanted the RECORD to reflect that 
they would have voted "no" on final 
passage if permitted, and I ask unani-

mous consent to insert their names in 
the RECORD. 

There being no objection, the list 
was ordered to be printed in the 
RECORD as follows: 

Had there been a vote on this bill, the fol
lowing Senators would have voted no: Sena
tors GARN, WALLOP, McCLURE, McCAIN, 
SYMMS, EVANS, BOND, and KASTEN. 

Mr. CHILES. Mr. President, I thank 
my good friend and colleague and the 
fine Senator from New Mexico for his 
kind remarks. It is interesting that we 
in effect passed the leadership amend
ment on a voice vote. We worried as to 
whether there would be the 60 votes 
to waive under any consideration. We 
have been able to get that and then to 
have passed this. I agree that it does 
show you can come to some agree
ment, and even though many of us 
wanted more, all of us did, than we 
had here, we did finally, after the end 
of 4 weeks, put something together 
that avoided the sequester. A missing 
ingredient for long a time has been 
participation of the President, and fi
nally when we had the participation of 
the President, we were able to get pas
sage. 

I personally do not think there is 
any way you ever can do something 
meaningful regardless of whatever 
process you have without the active 
involvement and leadership of the 
President and the spirit and will of the 
Congress through its leadership work
ing to do that. I think this was an ex
ample of that. 

Mr. President, I thank the majority 
leader because he supported us all 
through this process at the summit, as 
did the minority leader. But I remem
ber on many occasions he said, "What
ever you all agree to, I will help you 
pass." He certainly held to that all the 
way through. He did not try to be an 
active participant. He sent us there, 
but backed us up all the way, and I 
thank him so much for that. Through 
the joint leadership support we had 
we were able to put this package to
gether. 

I say again to my friend from New 
Mexico, it was very nice to be working 
together. I missed that during a long 
period of time this year. It shows the 
kind of results that happen when we 
participate together. 

Mr. BYRD. Mr. President, the action 
that has been taken here today is the 
culmination of a great deal of labor 
and painstaking effort on the part of 
those Senators and House Members 
and representatives of the President 
who sat for days on end and worked to 
surmount extremely difficult obsta
cles. We have witnessed an extraordi
nary event. It demonstrates that the 
basic fabric of our system is an endur
ing fabric. It demonstrates the integri
ty of this body when we see the leader
ship package withstand every amend
ment, every motion, every attack and 
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then resolved by a voice vote. And to 
add to that then the final passage of 
the reconciliation measure itself is an 
event sui generis. 

I find myself pitifully incapable of 
expressing my gratitude to the distin
guished Republican leader and distin
guished chairman and ranking 
member of the Budget Committee and 
also to the chairman of the Finance 
Committee. 

And I want to thank the ranking 
member of the Finance Committee, al
though he did not accompany us all 
the way in this journey. I also thank 
Senators STENNIS, JOHNSTON, and HAT
FIELD. But I saw a truly admirable 
demonstration on the part of these 
Senators who sat for days, who did 
their very best in extremely difficult 
and complicated situations. And so let 
me just say thank you to them. 

I would add one final note in sup
port of something that has been said 
here about the working together of 
the President and the Congress. The 
journey has not been completed, but 
what we have seen here should indi
cate to the country that in this system 
of ours a Republican President and a 
Democratic Congress can come togeth
er. When they do put their heads to
gether, they move mountains. 

As I said earlier today, there are 
those who think that the package was 
not all that one would wish for, and I 
am sure that each of us would agree to 
that. But we have shown that we can 
work together, and that this system 
will work. 

I think that coming on the heels of a 
visit here by the leader of the other 
superpower, and in the context of all 
the great outpouring of courtesy and a 
considerable amount of admiration, 
this is something that says to me that 
this superpower here, this system that 
we have is superior to any other 
system which was ever conceived by 
the mind of man. Here there is no dic
tatorship nor proletariat, and there is 
no dictator of the dictatorship of the 
proletariat. I read just 2 weeks ago 
"The Life and Death of Lenin" by 
Robert Payne. I would recommend the 
reading of that book to every Ameri
can. It is a rather sobering thing just 
to be reminded of the other system 
that is the chief adversary of our own. 
It is quite easy to be swept away in 
moments like the days that we have 
just experienced, but it is ref ereshing 
to go back and to be reminded of 
things that we long since have forgot
ten ourselves. 

In reading that book about the life 
and death of Lenin, I came to have a 
better insight into the Soviet bureauc
racy, and of Soviet communism itself. 
I did not become an expert, but it 
helped me in these past few days to 
remain pretty sober as a lot of events 
were swirling around us. 

I need only close by saying that 
Lenin in that book is quoted as saying 

"We shall destroy everything, and on 
its ruins we shall build our temple." 

And I was also reminded of Khru
shchev's statement which I had long 
since forgotten, but I think it is good 
that we keep it in sight in our mind's 
eye. And now I shall recall it. "Do not 
believe we have forgotten Marx, 
Engels, and Lenin. They will not be 
forgotten until shrimp learn to sing." 

I thank my friends. As long as we 
have men of the caliber of these Sena
tors who have worked so long and so 
hard to achieve what has been done 
here today. I shall have no doubt that 
the Senate will continue to prove it 
has the integrity to deal with the most 
serious problems. And then in the 
final analysis, whether Republicans or 
Democrats, we are going to do what we 
think is best for this sytem of ours and 
this country of ours. 

The PRESIDING OFFICER. Is 
there further debate on the measure? 

Mr. CHILES addressed the Chair. 
The PRESIDING OFFICER. The 

Senator from Florida. 
Mr. CHILES. Has all time been 

yielded back? 
Mr. DOMENIC!. I yield any time re

maining on our side. 
Mr. CHILES. Mr. President, just 

briefly I wanted to mention all of the 
dedication of the staff again for my 
part on both sides, and the work they 
did during the summit as well as all of 
the work during this. The hours they 
put in are always so much longer than 
any of us put in, and the debt of grati
tude to them is always so, very, very 
much due for their attention and the 
work in that. 

Mr. President, I yield back the re
mainder of my time. 

PROCEDURES FOR GOING TO 
CONFERENCE WITH THE HOUSE 

Mr. CHILES. Mr. President, I ask 
unanimous consent that H.R. 3545 be 
deemed as having been considered and 
amended by striking all after the en
acting clause and inserting in lieu 
thereof the language of S. 1920, as 
amended, and be considered as having 
been read for the third time and 
passed, and the motion to reconsider 
laid on the table, that the Senate 
insist upon its amendment and request 
a conference with the House on the 
disagreeing votes of the two Houses 
and that the Chair be authorized to 
appoint the conferees on the part of 
the Senate. 

The PRESIDING OFFICER. Is 
there objection to the request? With
out objection, it is so ordered. 

Mr. CHILES. I thank the Chair. 
The PRESIDING OFFICER. Is 

there further business to be brought 
before the Senate? 

S. 1920 RETURNED TO THE 
CALENDAR 

Mr. CHILES. Mr. President, I ask 
unanimous consent that S. 1920 be 
placed back on the calendar. 

The PRESIDING OFFICER. With
out objection, it is so ordered. 

BICENTENNIAL MINUTE 
DECEMBER 10, 1816: SENATE CREATES STANDING 

COMMITTEES 

Mr. DOLE. Mr. President, today is 
the 17lst anniversary of the creation 
of standing committees in the U.S. 
Senate. It was on December 10, 1816, 
that the Senate established 11 stand
ing committees: Foreign Relations, Ju
diciary, Ways and Means-which later 
became the Finance and Appropria
tions Committees-Commerce, Mili
tary Affairs, Naval Affairs, the Militia, 
Public Lands, Claims, Post Office, and 
Pensions. 

Prior to 1816, the Senate had done 
its work through a series of temporary 
committees, appointed to handle spe
cific bills, treaties, or nominations. In 
any session of Congress, several hun
dred of these ad hoc committees would 
be created and disbanded as they per
formed their assignments. Obviously 
there could be no seniority system as 
we know it, although some Senators 
were repeatedly reappointed to certain 
types of committees· according to their 
areas of expertise. Inequalities also 
prevailed, for a few Senators drew a 
great number of committee apppoint
ments while other Senators served on 
none. 

The Senate did have three standing 
committees for housekeeping func
tions: for enrolled bills, engrossed bills, 
and contingent expenses. But in the 
aftermath of the War of 1812, with 
major social, economic, and diplomatic 
issues facing the United States, the 
Senate realized the need to create per
manent committees that would pro
vide continuity and stability for the 
legislative process. 

In December 1816, the Senate re
ceived President James Madison's 
annual State of the Union Message. 
Virginia Senator James Barbour pro
posed that instead of creating a host 
of special committees to address each 
provision of the message, standing 
committees be appointed. On Decem
ber 10 the Senate adopted Barbour's 
proposal, and within the week the first 
permanent committee appointments 
were made, establishing a committee 
system that continues today. 

AIRPORT SECURITY SYSTEMS 
Mr. HEFLIN. Mr. President, for a 

couple of years now, we have known 
how ineffective our existing airport 
system is. Many of us have been call
ing for serious efforts to improve that 
system, with better detection equip-
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ment and with better training and 
better paid employees to operate that 
equipment. Instead, we have been 
faced with nonsensical calls for bans 
on nonexistent firearms. 

The possibility that an air tragedy in 
California was actually a mass murder 
carried out because of our shoddy se
curity system in scathing criticism of 
how we and the FAA have fiddled 
while disaster was smoldering ready to 
blaze. This tragedy did not occur be
cause someone was able to smuggle a 
small lightweight steel gun aboard and 
not because someone invented a plas
tic undetectable gun aboard. It was ac
complished because existing means for 
detecting existing firearms were not 
used effectively. The perpetrator re
portedly smuggled a .44 Magnum on 
board. Are we now to believe that a 
firearm weighing nearly 3 pounds is 
not readily detectable? 

Pending legislation in this Chamber 
would, according to the experts, make 
our security even weaker by creating a 
false sense of security. Its main spon
sor has even said he is more concerned 
wtih banning some guns than with im
proving airport security. I disagree and 
would call upon this body promptly to 
sponsor legislative and administrative 
efforts to improve our airport security 
system and not to divert attention 
from this threat to our lives with legis
lation aimed at problems which do not 
exist. 

A TRIBUTE TO THE HUNTSMAN 
FAMILY OF SALT LAKE CITY 

Mr. GARN. Mr. President, this week, 
in Salt Lake City, a drama-and a 
near-tragedy took place involving one 
of my closest friends, one of Utah's 
most generous and respected families, 
and courageous and conscientious 
agents of the FBI and the Salt Lake 
City Police Department. 

On Tuesday of this week, two 17-
year-old high school students kid
naped James Huntsman, a 16-year-old 
son of Jon and Karen Huntsman, of 
Salt Lake City. The kidnapers subse
quently demanded $1 million for the 
release of the boy, but Federal agents 
were able to trace the location of the 
callers and succeeded in rescuing 
James Huntsman and capturing the 
suspected kidnapers. 

Sadly, the successful rescue was not 
without its price. Special FBI Agent 
Grant Alan Jacobsen, a 20-year FBI 
veteran just 2 weeks from retirement, 
was stabbed in the chest and very 
nearly lost his life in the struggle to 
separate young James Huntsman from 
one of his captors. 

Mr. President, I applaud the dedica
tion and bravery of the FBI agents 
who skillfully effected James' rescue. I 
especially wish to pay tribute today, in 
this Chamber, to the courage of a 
member of the FBI who chose to place 
the safety of others ahead of his own. 

The tragedy is that his heroism and 
selfishness very nearly cost him his 
life. It is my fervent hope that Special 
Agent Jacobsen, who is today in seri
ous but stable condition, will be able 
to completely recover from the grave 
wound he received in this incident. 

There is another aspect of this inci
dent that I wish to bring to the atten
tion of my colleagues. That is the re
sponse of the Huntsman family to this 
terrible experience. There is no ques
tion in my mind that James Huntsman 
was targeted as a kidnaping victim be
cause of the well-known wealth and 
civic activity and generosity of his 
family, who have made several large 
monetary donations to various institu
tions in Utah. One might expect that 
being subjected to the horror of a 
child's kidnaping, and experiencing 
the mixed feeling of relief at his 
rescue and concern and sadness at its 
cost, would drive the family into seclu
sion and would be ample reason for 
them to withdraw from the sort of 
civic involvement that made them vis
ible and vulnerable. Yet, after James' 
rescue on Wednesday, Jon and Karen 
Huntsman called a news conference, 
praising and thanking the Federal and 
local authorities for saving their son's 
life. At the same time, Jon indicated 
that this incident would not cause him 
or his family to shrink from what they 
consider to be their civic duty, and will 
continue to participate in and support 
the worthwhile activities in the com
munity and State in which they live 
and for which they have a great sense 
of gratitude. 

Mr. President, as unfortunate and 
near-tragic as this incident has been, it 
has served to demonstrate some of the 
highest and most noble virtues to 
which we should all aspire. The skill, 
bravery, and dedication of Special 
Agent Jacobsen and his colleagues, 
and the great personal stamina and 
sense of community responsibility of 
the Huntsman family, far outweigh 
the savage, terrible, misguided act of 
two young men who chose to commit a 
vicious crime. 

SENATOR EDWARD M. 
KENNEDY'S 25 YEAR RECORD 
Mr. BRADLEY. Mr. President, few 

of us can look back on our tenure in 
the U.S. Senate and point to the many 
accomplishments of our colleague, the 
senior Senator from Massachusetts, 
Senator KENNEDY. 

I was very pleased to note that Har
vard University's Kennedy School of 
Government recently took the time to 
look back on Senator KENNEDY'S re
markable 25-year record of service to 
the people of Massachusetts and to 
the entire country. I would like to 
share their assessment with my col
leagues as an inspiration for us all. I 
ask unanimous consent that the tran-

script of the proceedings be printed in 
the RECORD. 

There being no objection, the mate
rial was ordered to be printed in the 
RECORD, as follows: 
TRIBUTE TO SENATOR EDWARD M. KENNEDY 

AND HIS 25 YEARS OF SERVICE IN THE U.S. 
SENATE BY THE INSTITUTE OF POLITICS AND 
THE JOHN F. KENNEDY SCHOOL OF GOVERN
MENT, HARVARD UNIVERSITY, NOVEMBER 30, 
1987 
Speakers: 
Honorable Richard L. Thornburgh, 

former Governor of the Commonwealth of 
Pennsylvania; Director of the Institute of 
Politics at the John F. Kennedy School of 
Government, Harvard University. 

Graham T. Allison, Dean of the John F. 
Kennedy School of Government, Harvard 
University. 

Ronald H. Brown, Partner, Patton, Boggs 
& Blow, Washington, D.C.; Chairman of the 
Senior Advisory Committee of the Institute 
of Politics. 

Claire Fleming, Chairman, Student Advi
sory Committee of the Institute of Politics; 
Harvard University Class of 1988. 

Paul Holtzman, Law Clerk to the Honora
ble Pierre N. Leval, United States District 
Court, New York City; former Chairman of 
the Student Advisory Committee of the In
stitute of Politics; Harvard University Class 
of 1982. 

The Honorable Jonathan Moore, United 
States Coordinator for Refugee Affairs and 
Ambassador-at-Large, Department of State; 
former Director, Institute of Politics. 

Richard E. Neustadt, Douglas Dillon Pro
fessor of Government, Harvard University; 
former Director of the Institute of Politics. 

Derek Bok, President, Harvard University. 
Senator Edward M. Kennedy. 

REMARKS OF RICHARD L. THORNBURGH 

Good evening to you all. I'm Dick Thorn
burgh, the Director of the Institute of Poli
tics, and I'm very pleased to welcome all of 
you this evening to a tribute to Senator 
Edward M. Kennedy for twenty-five years in 
public service. It will not surprise you to 
learn that between a former Republican 
Governor of Pennsylvania and the senior 
Democratic Senator from Massachusetts, 
there are certain differences on the issues of 
the day. But I must say that there are cer
tain views that Ted Kennedy and I hold 
that are very much in coincidence. First of 
all, we share a zest and an enthusiasm for 
the process of elective politics. Secondly, we 
recognize the need to transmit that zest and 
enthusiasm to the next generation of lead
ers, many of whom will come from this Har
vard community. And thirdly, we recognize 
the importance and usefulness of the Insti
tute of Politics in bridging that gap between 
the academic community and the real 
world-the so-called real world-of politics 
and government. So for me it's a particular 
pleasure to act as the master of ceremonies 
and traffic cop this evening as we join in 
paying tribute to Ted Kennedy for twenty
five years of exemplary service as Senator 
from this State and as a national and world 
leader. I'm going to call upon, this evening, 
a group of associates and friends of Ted 
Kennedy to reflect on his career and to 
offer their tributes in their own words as a 
lead-in to the featured address of the 
evening, which will be delivered by Senator 
Kennedy. 

First of all, I'd like to call upon the Dean 
of the John F. Kennedy School of Govern
ment, Dean Graham Allison. 
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REMARKS OF GRAHAM T. ALLISON 

I'm greatly honored to salute Senator 
Edward M. Kennedy for a quarter century 
of distinguished public service in the Senate 
of the United States. Others on the pro
gram will offer more perspective on his 
achievements in that body. I'll speak to 
what I know best-his contributions here at 
the Kennedy School, not only as the State's 
senior Senator, but as a steady, active part
ner in building a living memorial to the 
ideals of public service exemplified by his 
brother, John Kennedy, and indeed by the 
remarkable family of Kennedys. For 
twenty-one of the past twenty-five years he 
has been unfailingly generous with his time 
and enthusiasm for the Institute of Politics, 
as a member of the School's Visiting Com
mittee, and as a wise counsel. He has been 
the single most important advocate for cre
ating an institution at Harvard that would 
inspire young men and women to elective 
politics. Today, elective politics seems or ap
pears to many to be more closely related to 
acting or prime-time TV than to the teach
ing and research purposes of a great univer
sity. Indeed, many faculty members, even at 
Harvard, find it easier to scoff at the folly 
of knaves and fools than to take up the 
challenge of improving the quality of our 
public leadership. Whatever our local ten
dencies to backslide and whenever we are 
discouraged by our own failings, Teddy has 
been there, never wavering in his conviction 
that electoral politics is the noblest calling 
of public service, or in his insistence that 
through the Institute of Politics this be a 
vital center of the school that bears his 
brother's good name. 

As the fourth son in a family that in some 
wonderfully mysterious way bred public 
service into the children's bones, he and his 
siblings have been acutely aware of the 
price. The eldest brother died in World War 
II, the second was assassinated as President, 
a third was killed as he pursued his party's 
nomination for the Presidency. Weaker 
hearts counseled retreat-especially in the 
face of countless threats to Senator Kenne
dy's own life-but not Edward Kennedy. 
Without missing a step, he assumed the 
family's mantle of leadership in public serv
ice, steadfastly refusing to compromise his 
commitment to his values, even when they 
have been lightning rods for right-wing ex
tremists. Through all his personal adversity, 
he's held fast to certain guiding stars. As he 
said on one occasion, "The pursuit of the 
presidency is not my life. Public service is." 
Or on another occasion that revealed even 
more of his heart, he said he would like to 
be considered, "A Senator for the average 
working family-the ones that don't have 
powerful voices or interests in the Congress 
of the United States." 

The record of his legislative achievements 
over the past quarter century is extraordi
nary. Not just as champion of equal rights 
or access to health care or more recently 
the Literacy Corps, but also in areas like air
line and trucking deregulation, the modern
ization of the federal criminal law, or even 
budget cutting. Last May 29th, as we cele
brated what would have been John F. Ken
nedy's seventieth birthday and dedicated 
the new JFK Park, Senator Kennedy said, 
"Jack has finally come back to Harvard." 
We at the Kennedy School feel that he's 
never left. Indeed we see him and his ideals 
exemplified in the man we honor this 
evening, Senator Edward M. Kennedy. 

REMARKS OF RICHARD L. THORNBURGH 

Thank you Graham, very much. The In
stitute of Politics is served by a Senior Advi-

sory Committee which is made up of leaders 
from public and private life who serve as 
counselors to those of us who have the re
sponsibility of overseeing the Institute's 
day-to-day activities. I am pleased to intro
duce the Chairman of the Senior Advisory 
Committee, and a distinguished lawyer and 
politician in his own right, Ron Brown. 

REMARKS OF RONALD H. BROWN 

Thank you very much, Dick. We are, of 
course, here this evening to praise Senator 
Kennedy-give him well-deserved praise
for his twenty-five years of brilliant public 
service. In recounting those years, certain 
pictures and images flash through our 
minds-images which all of us have when we 
think of those twenty-five years. Images of 
Ted Kennedy fighting on the floor of the 
Senate for fairness and justice and equity. 
Images of Ted Kennedy maintaining an im
possible public schedule with grace and dig
nity. Images of Ted Kennedy fighting to 
protect the interests of the people of Massa
chusetts. Images of Ted Kennedy electrify
ing the 1980 Democratic National Conven
tion with his "The Dream Shall Never Die" 
speech. Images of Ted Kennedy, the leader, 
driving himself and his staff to do better. 
Images of Ted Kennedy taking on the tough 
and often unpopular issues-in effect, sail
ing against the wind. 

But I hope that's not the only image or 
those are not the only images we see as we 
reflect on those twenty-five years. I hope we 
also see Ted Kennedy earnestly talking to 
students and young people, genuinely seek
ing their views and ideas. I hope we also see 
Ted Kennedy holding and feeding starving 
children in East Africa. I hope we also see 
Ted Kennedy playing tennis with the inten
sity of a middle linebacker, but yet able to 
laugh when he makes errors, laugh at him
self-he makes enough errors so that he's 
able to laugh a lot on the tennis court. I 
hope we see Ted Kennedy visiting a former 
staff member who is on his deathbed dying 
of cancer. I hope we see Ted Kennedy kiss
ing his son Teddy. This is the true measure 
of the man. Ted Kennedy has more charac
ter and compassion and concern and caring 
for people than any man I know. I'd like to 
salute him on his twenty-five years of public 
service. But more important, I'd like to 
salute him for being one heck of a human 
being. 

REMARKS OF RICHARD L. THORNBURGH 

Thank you, Ron. If there's one thing that 
Senator Kennedy has urged on the Institute 
of Politics throughout his years of affili
ation with this organization, it is attention 
to students, and the nurturing of student in
terests in the political world. Our Institute 
is served by an outstanding group of stu
dents who constitute the Student Advisory 
Committee. And with us this evening to join 
in this tribute is Claire Fleming, this year's 
Chairman of the Student Advisory Commit
tee. 

REMARKS OF CLAIRE FLEMING 

While growing up in the Midwest, I often 
saw your picture on the front page of a local 
newspaper or on the evening television 
news. I never thought that I would have the 
opportunity to meet you or even let alone 
work with you. But over the past three and 
a half years of my experience here at the 
Institute, I have indeed had that privilege. 
It is your dedication to the Institute of Poli
tics which I would like to speak to this 
evening. I remember that as a freshman it 
amazed me that a Senator, particularly one 
as busy as Senator Kennedy, could be so 
dedicated to a student organization like the 

Institute of Politics Student Advisory Com
mittee. Those of us who have been involved 
with the Student Advisory Committee have 
often enjoyed the helpful suggestions which 
the Senator offers at Senior Advisory 
Group meetings. He is truly dedicated to 
the purpose of the student program and he 
takes his advisory role to the SAC very seri
ously. We all appreciate the attention and 
respect that he has given us. He has always 
offered helpful advice to student programs 
as well as insightful suggestions for future 
directions for these programs. He too, has 
always been there to lend support and en
couragement to students. 

But Senator Kennedy's dedication has not 
only been expressed through words. He has 
most certainly been dedicated in action as 
well. His commitment to students and stu
dent programs is clearly expressed and can 
be seen, whether it is taking time to talk 
with students over a cup of coffee about the 
outcome of the 1986 elections, or agreeing 
to an interview with the Harvard Political 
Review. There's also the time that he flew 
halfway across the country, despite being 
ill, to make an appearance at a high school 
leadership conference that the Student Ad
visory Committee was sponsoring. These are 
only a few examples of the commitment 
that I have seen by Senator Kennedy over 
my past three and a half years here at the 
Institute. But it is this kind of dedication 
that students have enjoyed since the found
ing of the Institute over twenty years ago. 
Recently, I was asked to write a fellowship 
essay explaining how I had learned and 
grown here at Harvard. I cited working with 
Senator Kennedy as a major educational 
and broadening opportunity that I had ex
perienced here. Senator Kennedy, working 
with you has indeed been an unforgettable 
experience. It has been both a privilege and 
an honor. For your time spent with stu
dents, your guidance and your overall dedi
cation to the Institute of Politics, I thank 
you. 

REMARKS OF RICHARD L. THORNBURGH 

To demonstrate that the Senator's inter
est in the students is not just a sometime 
matter, but indeed stretches back over the 
years, and to provide us with a further per
spective, I am pleased to introduce Paul 
Holtzman, who was Chairman of the Stu
dent Advisory Committee at the Institute of 
Politics in the Class of 1982. 

REMARKS OF PAUL HOLTZMAN 

As Claire Fleming and Ron Brown know, 
the annual visit of the Senior Advisory 
Committee to the Institute is always a 
hectic and exciting time. Participants in 
each of the Institute's programs are anxious 
to speak of the year's accomplishments and 
hear the suggestions and ideas of the distin
guished members of that Committee. 
During my time in the Institute, it was 
always a challenge to the diplomatic skills 
of even so even-handed a moderator as Jon
athan Moore to keep the agenda moving 
and time evenly allocated. Despite Ambassa
dor Moore's best efforts, however, the 
schedule always seemed to go awry around 
mid-day at the time of the presentation of 
the Student Advisory Committee. For it 
seemed that each time that Jonathan tried 
to move on to the next scheduled presenta
tion, a firm glance from over a pair of half
glasses would signal that Senator Kennedy 
had yet another question to ask. Looking up 
from the charts and graphs of our annual 
report, the Senator would probe the reason 
for a 3.1 percent increase or decrease in stu
dent study group attendance, or ask which 
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visiting fellows were being considered for 
the fall. It wasn't that Senator Kennedy 
wasn't interested in faculty research 
projects, or the model for yet another new 
wing of this building; it was simply that he 
had another question to ask about the stu
dent program-usually a question for a stu
dent who had not yet had a chance to 
speak. The Senator's flurry of questions 
each year reflected a long-standing and en
ergetic commitment to the Institute's stu
dent programs. For a full generation of un
dergraduates passing through the IOP, Sen
ator Kennedy's interest in this program has 
been a resource of immeasurable value. 

At the dedication of this school in 1978, 
Senator Kennedy called the Institute a 
magnet between the University and elective 
office. It is a magnet whose force has 
touched many students over the years. In 
no small part, it's been the Senator's per
sonal commitment to, and love for, this In
stitution that has kept that magnet at full 
strength over the years. Radcliffe and Har
vard students who have listened in the 
Forum, debated in study groups or with fel
lows over dinner in the houses, have all 
been the beneficiaries of the energy so con
sistently given the Institute by Senator 
Kennedy. The 400 students from 65 New 
England colleges who attended our 1982 
training conference here, entitled "Educa
tion for Action in a Nuclear World," were 
also beneficiaries, because that program to 
teach skills of political organizing and grass
roots lobbying grew out of a suggestion 
from Senator Kennedy in a discussion at 
one of those extended meetings of the 
Senior Advisory Committee. As with the Nu
clear Conference, as Associates and Mem
bers of the Student Advisory Committee, 
hundreds of undergraduates have had the 
additional privilege, as Claire mentioned, of 
working in common cause with the Senator 
to maintain the vitality and creativity that 
is the heart of the IOP. 

In another sense, the Senator has himself 
been a magnet. For his example of a life de
voted to the service of the public has itself 
sparked in so many students an interest in 
public life. From the Class of 1982 of the 
Student Advisory Committee, I'm glad to 
report that the idea of public service still 
glows in, among others, the founder of the 
country's first PAC supporting candidates 
committed to freedom in South Africa; the 
founder of a tenants' rights group for the 
elderly of South Brooklyn; a candidate for 
the Boston school committee; several Hill 
staffers; and more than a few campaign 
junkies and law students with a pronounced 
bent toward public interest law of one stripe 
or another. 

While it's true that the law schools and 
business schools have had their share of 
IOP alums, I fervently believe that our ex
posure to the public service example of Sen
ator Kennedy and others has contributed 
mightily to the ability of most to fend off 
the well-funded entreaties of corporate law 
and Wall Street banks. In looking to hori
zons broader than mergers and buy-outs, In
stitute alumni draw on both specific policy 
interest developed here and a pervasive 
spirit of public service and interest in the 
electoral process acquired through long 
days of planning on the Institute's second 
floor, and cheeseburgers with staff members 
and fellows at Charlie's Kitchen. To have 
benefitted from Senator Kennedy's vision 
and commitment to this Institute is a privi
lege for which we will always be grateful. 
And it is a privilege which we can repay best 
by following the Senator's example in giving 

something of ourselves in the pursuit of the 
public good. 

REMARKS OF RICHARD L. THORNBURGH 

Thank you Paul. It's now my particular 
pleasure to welcome back to the Institute of 
Politics and the John F. Kennedy School of 
Government to give us additional perspec
tive over the years, my distinguished prede
cessor, Jonathan Moore, now Ambassador 
for Refugee Affairs in the United States De
partment of State and a world traveler in 
the interest of human rights around the 
world. Jonathan, welcome home. 

REMARKS OF JONATHAN MOORE 

Thank you, Governor. Several years ago 
in this same hall, the Institute was sponsor
ing its presidential candidate series, and it 
fell upon me to introduce Senator Kennedy, 
then a candidate for the Democratic nomi
nation. Mindful of the need for a measure 
of neutrality, I tried to conceal the lack of 
hard support in my remarks with increased 
rehetoric and decibels. No such luck. Heim
mediately rejoined, "Well, that was almost 
an endorsement." This time, Senator, since 
as we know, I suffer under no similar con
straints of bipartisanship, you get the full 
treatment, and I have the unelapsed time 
that was not used by the people who have 
preceded me here with their brief remarks. 

During Senator Kennedy's twenty-five 
years of service in the U.S. Senate, he 
served this University, including this 
School, and most especially it's Institute of 
Politics. Two of the programs at the Insti
tute, which he supported with greatest per
sonal delight, were the students and the fel
lows-the students, because they represent
ed the future energy and devotion in public 
service; the fellows because they represent
ed political refugees, if not persecuted, at 
least abused and exhausted, in need of nour
ishment and care. 

It is the Senator's commitment to refu
gees in a more literal sense that I want to 
celebrate tonight, which you may not hear 
as much about as you hear about other 
things. The first time we met, after he 
became Senator, was in 1966 and I was up 
on the Hill to brief him for the State De
partment for a trip he was taking to investi
gate the plight of civilian casualties and ref
ugees in Southeast Asia. He had joined the 
Refugee Subcommittee of the Senate Judi
ciary Committee immediately following his 
election, became its Chairman in 1965, and 
has remained its leader of ranking members 
ever since. He worked hard on the Immigra
tion Reform Act of 1965, chairing hearings 
and floor managing his first major legisla
tion. He struggled with the miseries of 
Biafra, Bangladesh and the Sahel, working 
for the Indochina refugees and the continu
ing outflows from Vietnam, Laos and Cam
bodia, and held hearings on the Cuban-Hai
tian crisis. He was the prime Senate sponsor 
of the Refugee Reform Act of 1980. He led 
the cries for the call for help in the Ethio
pia exodus in 1984-85, and a year ago 
pressed our attention to the worsening situ
ation in Mozambique. Each year, he has as
serted a leading role in the consultation 
process, which sets the worldwide ceilings 
for admission of refugees to the United 
States. He made his Subcommittee the 
watchdog of humanitarian affairs of the 
U.S. Senate. 

It is typical of Senator Kennedy's personi
fication of the principle that human caring 
must translate into effective public policy 
brought about by resourceful and dogged 
political effort, that once he had become a 
champion of the refugees, he stuck to it, de-

spite the demands and distractions of more 
prominent causes. And the refugees-the 
wounded, starving, vulnerable, heroic refu
gees across the globe-and those others of 
us who work for them, continue to benefit 
immensely from his compassionate and te
nacious leadership. In simple, unadorned 
language, Senator Kennedy opened hear
ings earlier this year on the refugee crisis in 
Southern Africa: "I have continued to 
follow closely the issues of immigration and 
refugees, both overall questions involving 
immigration to the United States, the way 
refugees are treated abroad, the reunifica
tion of families, asylum, and all those 
people who look to our country as a source 
of hope and inspiration. We will try and 
focus on some of the very important human 
needs that exist in other parts of the world 
and how we as a country and as a society 
are dealing with those issues. They offer, I 
think, enormous opportunities for leader
ship." Keep on focusing, Senator. We want 
a lot more from you. 

REMARKS OF RICHARD L. THORNBURGH 

Thank you, Mr. Ambassador. Richard 
Neustadt was the first Director of the Insti
tute of Politics. He is recognized today as 
the remaining authority on the subject of 
the presidency. But perhaps most impor
tantly, he brought a warm glow to this In
stitution and his colleagues in this chill of 
the fall with word of his impending nup
tials. His marriage is upcoming to Shirley 
Williams, a member of the Senior Advisory 
Committee of the Institute of Politics, and 
that my friends is pure subversion. But he 
joins us this evening to present his tribute 
to Senator Kennedy-Dick. 

REMARKS OF RICHARD E. NEUSTADT 

I think it's fair to say, Ted, that I'm trying 
to bore from within, to get more influence 
on that Senior Advisory Committee. 

I believe that I'm invited here in my ca
pacity as the first Director of the Institute. 
There isn't much that I can say that hasn't 
already been said-by the Dean, by the stu
dents, and by Jonothan. I have another ca
pacity. I'll come to that in a minute. In the 
first capacity, let me only say that when the 
Institute was starting, and the school in its 
new character was very new and there 
wasn't much of a school, and there was only 
the beginnings of an Institute, Bob Kenne
dy and his brother Ted, who took over the 
responsibility for helping us on behalf of 
the interested and concerned family after 
Bob died, were marvelously supportive. And 
by supportive I don't mean that they were 
acquiescent. They sometimes agreed with 
what we were doing. They often disagreed. 
They stated their agreements. They let us 
know. When we decided otherwise, they ac
cepted with good grace. It's remarkable. But 
they did not stop making clear their views 
of what we might have done, should have 
done, and could have done. And indeed, I 
can think of one or two subjects in which 
the Senator is still of the view that we went 
astray in some respects, or could have done 
more in other respects. And I have to say 
here, to end this particular topic, the older I 
get the more I think you may have had a 
point. Which is to show it's fortunate that 
I'm the professor and he's the Senator. 

But I have a second capacity in which I 
can claim some expertise on Ted Kennedy 
and I want just a word for this. I am one of 
the dwindling band of surviving members of 
Harry Truman's White House staff. And 
one of the chief legislative efforts of Tru
man's seven years was to give reality to the 
third dimension of what originally was un-
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derstood by the term Social Security
namely, health insurance. In 1934, Presi
dent Roosevelt's Committee on Economic 
Security had recommended a three-part in
surance scheme for Americans. Old age in
surance, unemployment compensation, and 
comprehensive health insurance-a minimal 
support for people who were sick. And Presi
dent Roosevelt, a foxy gentleman, decided 
that he didn't want to risk the opposition of 
the AMA to old age insurance and unem
ployment compensation, so he held off on 
health insurance. In 1937 he wrote a note, 
which I discovered subsequently in the files, 
to his then Budget Director, saying-this 
was two years after the Wagner Act of '35 
that created old age insurance and unem
ployment compensation-"Dan, I want to 
get on with health insurance, but let's wait 
'til after the next Congressional election." 
The '38 Congressional election ended all 
possibilities for a generation. It created a 
conservative coalition that dominated Con
gress on welfare schemes into LBJ's time. 

Truman picked up the gage in 1945 and 
for years, with the help of Senator Wagner 
and Senator Murray of Montana, fought to 
get comprehensive health insurance en
acted. We came close to success once, but 
the Korean War intervened. And the other 
thing that intervened was the American 
Medical Association's moves into politics 
frontally, with financial support for candi
dates who would oppose what they call so
cialized medicine. And that so scared the po
litical community that nothing could be 
done again, until Johnson's time. And even 
Johnson-even Lyndon Johnson-decided 
he had to be content with the entering 
wedge of Medicare. But it was not possible 
to go farther. And then along comes Ted. 
And now ever since then, he has been refus
ing to accept anything short of the underly
ing principle that was first enunciated in 
this country by the President's Committee 
on Economic Security in 1934, and was first 
enunciated by a President in 1945, and was 
fought for by two extraordinary Senators
Murry and Wagner, especially Bob Wagner, 
one of the great men in social reform in our 
modern history in the United States Senate. 
And I think one ought to understand that 
Ted in his twenty-five years has managed to 
give himself a claim on being Bob Wagner's 
successor. 

REMARKS OF RICHARD L. THORNBURGH 

Thank you, Dick. To introduce our fea
tured honoree and speaker of the evening, I 
have the great privilege of welcoming to you 
and presenting to you the President of Har
vard University, Derek Bok. 

REMARKS OF DEREK BOK 

Thank you very much. It's a great privi
lege to be able to be here and participate in 
this celebration of twenty-five years of 
public service. I remember that it was the 
first year of my Presidency, that's very long 
ago-too long ago-but it was on a fall day 
in which I was invited to have lunch with 
Senator Kennedy and with Jackie Kennedy 
in her New York apartment and talk about 
the Institute of Politics-literally only two 
or three months after I had taken office. I 
was beset with problems so numerous and 
intense that I could scarcely imagine how to 
scope with them, and now I was to hear 
about one more. I remember it was a lovely 
day, with a beautiful view of Central Park, 
and I remember, before lunch during the 
warm-up period, discussing with Senator 
Kennedy the problem of Vietnamese refu
gees-in 1971- and their needs. And I re
member reflecting what an interesting issue 

that was, because for me, who knew almost 
no one in public life, it would be very inter
esting to see how much a very busy Senator 
of the United States really knew about that 
problem with which he had been promi
nently identified, but which clearly carried 
no great political mileage whatsoever in fur
thering whatever ambitions in public life he 
might have. And I remember how impressed 
I was in the course of our conversataion at 
the detailed knowledge that he had of the 
nature of the problem-the costs of pros
thetic devices, of all kinds of details that 
bore upon what the United States could do 
to alleviate the unspeakable misery of those 
whose lives had been disrupted and whose 
bodies had been maimed by a conflict in 
which they had no responsibility whatso
ever. That was a very impressive exchange 
for me that helped reinforce, I think, my 
most optimistic sentiments about public 
servants and the ideals that can animate 
them at their best. 

Thereafter we had lunch and the talk 
turned to the Institute of Politics and we 
had what the State Department likes to de
scribe as a full and frank exchange. That 
was a period in which the Kennedy School 
and the Institute of Politics and Harvard in 
general were trying to make do in this new 
enterprise of preparation for public service 
with greatly inadequate resources. And I'm 
sure, in trying to do everything at once, we 
were doing nothing particularly well. But 
we certainly heard, both from Senator Ken
nedy and from Jackie Kennedy, their ideal 
of what an Institute of Politics might ac
complish, and their concerns about whether 
we were headed in the right direction. 

And since that time. I like to feel that the 
Senator in his way, and I in mine-and a 
great many other people-have really la
bored to try to make the Institute of Poli
tics something much closer to the ideal 
which he articulated that day and which 
animated his brother-the ideal of really 
building a sturdy bridge, an attractive 
bridge between the academy and the world 
of political life and elected office. And al
though he must speak for himself, I'd like 
to believe that both he and I think that a 
great deal of progress has been made in pur
suit of that ideal in the intervening years. A 
great deal of credit for that progress goes to 
the distinguished directors of the Institute 
who are here tonight. 

But apart from those who labor full-time 
on the work of the Institute, no one de
serves more credit than the senior Senator 
from Massachusetts. In all ways that have 
been described here tonight, his constant 
effort to come here and to take an interest 
in the Institute, particularly in the work 
that the students do, has really been-as 
you have heard tonight-an inspiration to 
us all. And to me as a President of this Insti
tution, I can only say that what he has done 
really exemplifies the role of Harvard 
alumni at their best-very critical, but criti
cal because they care, and they care as all of 
us should care about participating in the 
endlessly unfulfilled task of trying to make 
this Institution realize something close to 
its potential in the service of humane 
causes. And in helping us come closer to a 
very important cause we owe him a great 
debt of gratitude. So it's my distinct pleas
ure to present to you tonight Harvard's 
most impressive living embodiment of that 
dedication-a lifelong dedication-to public 
service that represents in the last analysis 
the ideal of the Institute of Politics, and the 
ideal of this School that bears the name of 
the Kennedy family. Thank you very much. 

REMARKS OF SENATOR EDWARD M. KENNEDY 

Thank you very much, President Derek 
Bok. Just before we came down to this as
sembly, we met with some of those who 
have spoken this evening, and those who 
have had a long-time association with the 
Kennedy School of Government and the In
stitute of Politics. I mentioned there-just 
very informally-and I welcome the oppor
tunity to repeat it to a broader audience 
this evening, that President Kennedy was 
proud of his association with Harvard and 
proud of the role that Harvard played 
during his New Frontier. I know that I 
speak for all the members of the Kennedy 
family in saying how proud he would have 
been if he were here today to pay tribute to 
this School of Government that bears his 
name and to the Institute of Politics which 
plays such an important and lively role in 
inspiring a new generation to enter public 
service. 

So many of those who have spoken this 
evening have made this possible-from 
President Bok, who reviewed with us those 
early meetings, which were meetings of love 
between the members of our family and a 
leader of a great university in our country 
and the world, who was willing to speak 
with us and to work closely with us-to Dick 
Neustadt, one of the early designers; Ken 
Galbraith, who advised the members of the 
family as we were establishing the Institute; 
Jonathan Moore, one of our ablest directors, 
now succeeded by Governor Thornburgh, 
who I know is being challenged by this op
portunity and is giving great time and direc
tion to the students; Ron Brown, who is our 
Chairman of the Senior Advisory Commit
tee; Claire Fleming and Paul Holtzman, who 
spoke so well and reminded us of those past 
meetings; and Graham Allison, the Dean, 
for his continued good work. To all of them, 
I am indeed indebted. They talk about 
twenty-five years. That's a long time to be 
in the United States Senate-at least that's 
what my Republican colleagues keep telling 
me. I just wish that my mother and father 
could be here now. The old saying is very 
apt-my mother would enjoy every minute 
of it and my father wouldn't have believed a 
word of it. 

Seriously, I am grateful for this honor
and happy to be back at Harvard and at this 
School. John Kennedy, who has been de
scribed by William Manchester as probably 
the best read President of the 20th Century, 
also had perhaps the strongest conception 
of any modern President about the connec
tion between public life and intellectual life. 
In a commencement address here more than 
thirty years ago, he spoke of the university 
as an active force, and assailed the notion 
that it could be wholly detached or largely 
indifferent. 

To him, this did not mean that the univer
sity should be a compliant servant to gov
ernment-a mere supplier of research, a 
mental factory to restock the arsenals of au
thority. Instead he valued the tension be
tween what he called "power" and 
"poetry" -and viewed the tension as a 
source of both creativity and correction. 

Today this school not only bears John 
Kennedy's name, but carries forward his 
conviction that the power of ideas can 
enrich, refine, and rein in the ideas of 
power. He would have appreciated the fact 
that the school now encompasses as well the 
study of the press and its impact on politics 
and public policy. For he saw newspapers 
and television increasingly becoming mecha
nisms for hurrying history-means to sit in 
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instant judgment on events only hours old. 
Not only in editorials, but in virtually every 
story; even more now than in the 1960s-the 
press is becoming explicitly judgmental
and therefore, more directly influential. 

Tonight, for a few minutes, I would like to 
reflect on all this in the context of the 
present national campaign. Few subjects in 
public life need more serious reflection, and 
have received less of it. Few enterprises 
evoke more predictable patterns of press be
havior and comment. And no element of our 
politics is more important: a presidential 
election is more than a game, a melodrama, 
or a mini-series. Whether we are conscious 
of it or not, we are in the midst of deciding 
how the most powerful nation on earth will 
conduct itself for at least the next four 
years. And the choices made during that 
period will have consequences for decades or 
generations to come. 

In the remarks that follow, I do not 
intend to be comprehensive-I leave that for 
scholarly minds and hands at places like 
this, where the post-election studies will be 
written, footnoted, and debated in far great
er depth. Nor do I pretend to be entirely ob
jective-no one who has been a presidential 
candidate ever could be. But my experience 
in national campaigns, winning and losing, 
from 1960 to 1980, has left me with a very 
real sense of a widening gap between the 
real issues and the reporting; a feeling that 
the voters are not seeing candidates whole 
or clearly, but through a journalistic lens in
creasingly honed to the prism of "People 
Magazine" and "Entertainment Tonight.". 

The problem is not entirely the fault of 
the press. The candidates themselves may 
rightly deserve some share of the blame. 
But they are out there, in the vortex of on
rushing events, captive to the imperative of 
minting a 30-second sound bite, gaining a 
headline, winning the battle of quotable 
quotes. Frequently events matter less than 
what is now widely referred to as spin con
trol-who in which campaign can explain 
why something doesn't mean what it seems. 

I think I speak for many Americans when 
I suggest that there are some things very 
wrong with this process. Let me discuss 
three concerns-and how they are affecting 
the Democratic primary campaign. 

First, our attention appears to be riveted 
on politics at the expense of issues. 

To some extent that has always been the 
case. But this year, probably because two 
candidates were driven from the race early, 
we have experienced a primary election 
level of coverage long before there were any 
caucuses or primaries to cover. This could 
be useful if it was used to tell us, in specific 
issue terms, what candidates actually think. 

Instead staff shake-ups, major and minor 
alike, command more space than a major 
speech. Stories of palace intrigue inside 
campaigns, involving names most of the 
public never heard of, and squabbles none 
of the public care about, fill columns of 
newsprint with material that really isn't 
news. 

Nothing more clearly manifests the dis
torted political bent of the coverage than 
the obsession with polls. Everybody takes 
them; everybody trumpets them; and every
body treats them as the near equivalent of 
an election. Candidates move up and down, 
gain or lose attention and money, are per
ceived to be stalled or surging-and nobody 
bothers to ask how accurate such pre-caucus 
and pre-primary surveys are likely to be, or 
have been in the past. 

They did not predict the rise of Jimmy 
Carter in 1976-or the decline of Walter 

Mondale in 1984. In 1979, the November 
polls said there was no way I could lose 
Iowa-and in 1980, the March polls said 
there was no way I could win New York. 

The polls did not pick up the McGovern 
movement early in 1972 or the McCarthy 
breakthrough of 1968. Yet now polls have 
become the quintessential pseudo-events of 
the pre-primary campaign. They may tell us 
something, but they don't tell us every
thing. Perhaps we cling to them because 
they offer us numbers-and the numbers 
confer a certain appearance of reality. It is 
the statistical analogue of false conscious
ness; it is false objectivity. Or perhaps the 
seductive pull of the numbers reflects a re
sistance to the harder work of dealing with 
issues on their own terms. If the focus was 
not on who's ahead in surveys, endorse
ments, money and Iowa trips, attention 
would have to be paid to what the candi
dates are saying-not about each other-not 
about the process-but about principles, 
problems, and possible solutions. 

Instead serious candidates can be all but 
read out of the race before a single election 
is run. 

Bruce Babbitt has a thoughtful and cou
rageous approach to questions like Third 
World debt, but voters hardly know it at all. 
There is little room for that in newspaper 
coverage which often seems designed pri
marily as a campaign manager's newsletter. 
So Governor Babbitt is probably best known 
in Iowa for riding a bicycle across the state. 
He realized the relative press value of dis
cussing the danger of a banking collapse 
versus pedalling his ten-speed into Des 
Moines-and you can't blame him for acting 
accordingly. 

In a similar vein, the Reverend Jesse Jack
son has advanced alternative policies in 
areas ranging from relations to Cuba to the 
agricultural economy. You don't have to 
agree with him to recognize the seriousness 
of his views. But most voters haven't read a 
word about most of the Jackson platform. 
The reports they see essentially rehash the 
same old stories-what percentage of the 
black vote he will hold, who will be hurt by 
his candidacy, and how he will act at the 
convention-speculation on which I suspect 
he himself has spent very little time. 

The campaign has become a grinding 
cattle show, in which all the incentives are 
to play for short-term advantage. They way 
to win debates is to plan out the best one
liner-to search for your own version of 
"There you go again" or "I paid for that 
microphone"-which itself was originally 
borrowed from a Spencer Tracy movie. 
Thus Al Gore, who has something impor
tant to say about national security, could 
hardly be heard on the subject until he fi
nally met the demand for political short
hand-for terms like "liberal litmus test," 
and "soft"-or "hard"-"on defense." 

Let me note, by the way, that all of us 
who have run in recent years have experi
enced similar demands-and sometimes suc
cumbed to them. We have supplied the cam
eras with a steady diet of "visuals," con
trived appearances where we may meet no 
voters at all, but where we can find a back
drop-a real life movie set-so that in the 
scramble for air time, an anonymous pro
ducer won't dismiss an important statement 
as "boring-it's just a talking head." And 
every candidate has paid the price of pun
gent prose when that seemed to be the only 
way to get the cameras turning. 

Good visuals and good lines have their 
rightful place. But they are not the center 
of a campaign or of government, despite Mr. 

Deaver's once relentless attempt to turn the 
Reagan Administration into a series of vis
uals and slogans-in effect a permanent 
campaign. 

And what is happening in this campaign 
represents a further Reorganization of the 
public dialogue-which leads me to my 
second concern: what issues coverage there 
is now comes largely in the form of labels
and if the candidates won't supply them, 
then the press corps will. It is easier to deal 
in caricature than complexity-and while 
there are journalistic exceptions, too many 
reporters have taken the easy way out. 

For example, while I do not fully agree 
with Dick Gephardt on the issue, his trade 
bill is not an across the board, Smoot
Hawley tariff increase. To dismiss it as "pro
tectionist" is to miss the reality: it is in fact 
a complex proposal, involving a series of 
steps, which conceivably could result in low
ering trade barriers. The bill deserves to be 
debated in detail, not on the basis of stereo
types. And it ought at least to be read by 
those who are writing about it. 

In the same spirit, those who are writing 
about Mike Dukakis ought to listen to what 
he has actually said. In terms of the Massa
chusetts miracle, he never has claimed he 
did it all. But he does have a clear claim to 
leadership, to seeing what government could 
do, and getting it done. Because of him, this 
Commonwealth was prepared to take maxi
mum advantage of national economic 
change. It is simply not relevant to object 
that national trends played a vital part, or 
that others have helped shape the miracle
the Governor knows that and has never sug
gested otherwise. His role in the Massachu
setts miracle is not an all or nothing propo
sition; but it was and is a central role, in 
which he has pioneered new ideas and in
centives for economic development. Where 
is the detailed coverage of that-of initia
tives like the Office of State Planning, or 
the revitalization of Taunton and Lowell? 

As the campaign wears on, sifting the po
litical news on page after page, relegating 
issues to an occasional obligatory story, an
other phenomenon-which is my third con
cern-comes to pervade the process. Candi
dates are raised up-only to be torn down
and to justify that, the whole field is falsely 
characterized as unimpressive and insub
stantial. 

It is now happening to Paul Simon. I 
know him well-and he is a man of princi
ple-and not simply because he refuses to 
give up his bow tie-which the press then 
took to as a prize visual. Now that his 
season has seemingly dawned, we have seen 
a rush of stories revealing in reproachful 
terms that he doesn't have a plan to pay for 
every proposal he has ever made. That is 
hardly news about him-or virtually any 
presidential candidate in this field or in my 
memory. When was the last time a platform 
was enacted whole into law? 

Proposals give a sense of a candidate's pri
orities-of values and hopes. They point a 
direction, but they cannot predict an entire 
presidency. To profess surprise that not 
every dime or dollar is accounted for in ad
vance echoes the comment of the police in
spector in "Casablanca": "Rick, I'm 
shocked, shocked to find out that gambling 
is going on in here." That kind of shock is 
no substitute for a genuine examination of 
issues-but at least on the Democratic side, 
it is virtually the only kind of examination 
we have had. 

And as each candidate's season passes, 
much of the press, in self-fulfilling disap
pointment, renews the suggestion that they 
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are all dwarfs anyway. If there is a pack 
journalism this year, that is its common 
chord. 

I happen to think that Governor Dukakis 
is the best candidate-and I am working to 
elect him. But in my view, he is the best of a 
very good set of candidates. 

The complaint that there were giants in 
other days, running in other campaigns-a 
complaint amplified by the question: 
"Where are they now?" -represents an even 
deeper disregard for history than the obses
sion with pre-primary polls. 

Often the giants, too, were at first dis
missed as dwarfs in their own time. 

Lincoln was derided as a party hack, with 
no executive experience. And the assault 
came not only from enemies, but from those 
who should have been friends. Wendell 
Phillips assailed him as "a huckster"-and 
William Lloyd Garrison called him a 
"coward" who would block emancipation. 

Franklin Roosevelt was dismissed by 
Walter Lippmann as an "amiable man" of 
no consequence. The New Republic weighed 
in that he was "not a man of great intellec
tual force or supreme moral stamina"
which sounds like some of what the New 
Republic writes about candidates today. 

Listen to some of the other things that 
were said of FDR-and you will hear the cli
ches of 1987. Here are sentences from the 
Nation magazine: 

"His candidacy arouses no real enthusi
asm . . . [There isl no evidence whatever 
that people are turning to Roosevelt ... 
There is small hope for better things in his 
candidacy." 

Come forward a generation, to 1960, and 
Walter Lippmann does it again. He urges 
that John Kennedy step aside, so Adlai Ste
venson can be drafted. And later in the 
year, Arthur Schlesinger has to write a book 
to refute another journalist's view, widely 
repeated, that there is no difference be
tween Kennedy and Nixon. 

Obviously, in 1987, there are many who 
have forgotten history-for they surely are 
repeating it. But now the message of medi
ocrity is applied to a field of candidates, is 
woven like a thread through most of the 
coverage, and magnified by the increasingly 
powerful technology of the information age. 

People and politicians, candidates and 
non-candidates alike, are left asking: Is this 
any way to pick a president? 

Yet I also reject the argument that the 
central answer is systemic, that it depends 
on another round of reform, a new set of 
rules. A single, national primary would 
make the capacity to raise money even more 
decisive-and a multi-candidate race would 
put a high premium on polarizing the party. 
There may be a case for some kind of re
gional primaries; there are also sensible ob
jections. 

No system is perfect-and who would want 
to return to the time when a controlled con
vention could deny the clear preference of 
the people? 

I think Iowa is as good a place to start as 
any-and as you may recall, I don't have a 
self-interest in saying that. 

I also think that the press can do a better 
job of reflecting on its own role-and recog
nizing that the choice ultimately belongs to 
voters, not reporters. 

Journalists, no matter how they act, will 
inevitably influence the process. The Hei
senberg principle applies to presidential pol
itics as well as physics: observing an event 
changes it. Nor would any of us want a press 
corps reporting only the facade of the cam
paign. 

But here are some things I think we can 
do: 

Candidates should be able to discuss cam
paign coverage without fear of being as
sailed as "whiners" or "complainers" or 
agents of repression. I see no prospect for a 
resurgence of Agnewism, which in any case 
consumed its own perpetrator. I do see a 
reason for an honest public dialogue found
ed on mutual respect-and no reason why a 
candidate should not be free to give a 
speech like this. 

At the same time, the press can resist the 
standard of the lowest common denomina
tor, the rationalization that all news is fit to 
print that has appeared anywhere else, in 
any barely respectable newspaper. There 
are hard questions here, but they are no ex
cuses for not settling easy ones. Newspapers 
don't have to decide all the circumstances 
under which it's proper to follow someone 
around in order to decide that it's time to 
follow issues more seriously and more thor
oughly. Handicapping the race is irresisti
ble, but it should not be the ceaselessly 
beating heart of campaign journalism. · 
. Finally, we can approach presidential elec

tions with at least a minimal sense of conse
quence and history. Why not give stories 
historical context? Theodore White told us 
what went on inside a campaign, but he also 
related it to what had gone on in other gen
erations and other campaigns. And those 
who borrow his approach should not leave 
half of it behind. 

Soon much of what I have discussed here 
truly will be academic-the province of 
scholars, political scientists and historians. 
As the pace of events carries us past Iowa 
and New Hampshire and Super Tuesday, as 
Time and Newsweek and the networks fea
ture and celebrate the winner, we will hear 
no more talk of dwarfs-and the result, no 
matter what it is, will appear to have been 
inevitable-or at least expected. It is a.lways 
easier to read the tea leaves after the cup is 
drained. But I also hope that, here at this 
School, at the Press Center, and maybe even 
in the wider arena of the public dialogue, we 
will continue to think about how the tea 
was brewed-about the roles we all played
politicians and press, as well as voters. As we 
make the most decisive choice in the public 
life of the world, let us recall the words of 
T.H. Huxley: "The medieval university 
looked backwards; it professed to be a store
house of old knowledge. The modern univer
sity looks forward; it is a source of new 
knowledge." 

And when the subject is presidential poli
tics-in 1987, we are all teachers, and we are 
all students, and we have a lot to learn. 

THE PEARL HARBOR SUMMIT: 
HISTORICAL CONSIDERATIONS 
Mr. HELMS. Mr. President, the visit 

of Mr. Gorbachev to Washington on 
the very anniversary of the attack on 
Pearl Harbor has been the occasion 
for considerable comment. 

The irony has not been lost. The 
Japanese Empire, the violator of trea
ties, attacked the United States with
out warning on December 7, 1941. 

Now another evil empire, the Soviet 
Union, has come pretending to proffer 
peace, but preparing for war. 

Even as Japan was in the midst of 
diplomatic negotiations to establish 
peace in the Pacific, Japan attacked 
us. 

Even as the Soviet Union pursues a 
diplomacy couched in the jargon of 
peace, her past history, her present 
history, and indeed her intentions for 
the future, as manifest in her military 
programs and deployment, are aimed 
directly at the disarmament of the 
West and the destruction of freedom. 
Today I shall take up the question of 
the historical issues; tomorrow it is my 
intention to address the Senate on 
broader strategic and economic issues. 

At another time I shall speak of the 
treaty itself, whose benefits are not 
self-evident, and whose defects belie 
the euphoria that seems to intoxicate 
official Washington. Those defects are 
likely to receive a critical and exten
sive examination in the Senate. 

Suffice it to say at this time that 
President Reagan gave his arms con
trol negotiators four criteria for any 
arms control treaty in his administra
tion. They are: 

First, meaningful reductions 
Second, reductions to equal levels 
Third, effective verification 
Fourth, cessation of Soviet viola

tions. 
It will be up to the administration to 

make its case that the INF Treaty in 
fact meets these criteria. A number of 
questions arise immediately: 

First. Are the reductions meaningful 
when the Soviets have a plethora of 
other nuclear weapons for European 
targets? 

Second. Can it be said that the re
ductions are equal when INF wipes out 
all the deterrent forces on the NATO 
side, and leaves the Soviet Union with 
97 percent of its present missile levels? 

Third. Can there be effective verifi
cation when our Government has 
never seen an SS-20, when we don't 
have even a picture of an SS-20, and 
when we don't know how many SS-
20's the Soviets have to begin with? 
Can there be effective verification 
when we have only onsite inspection 
of those SS-20's which the Soviets 
have declared, and cannot inspect 
those which may be hidden on nonde
clared sites? 

Fourth. Can the INF Treaty have 
any meaning when no effort has been 
made to require the Soviets to stop 
violating the present treaties? 

Indeed, Mr. President, the anniver
sary coinciding with the visit of Mr. 
Gorbachev reminds us that violations 
of treaties meant to keep the peace 
are a true barometer of future inten
tions. The Soviet record on peace 
treaty violations is a stark reminder of 
the fundamental and irreformable du
plicity that accompanies every treaty 
negotiated, signed, and ratified with 
the Soviet Union. 

Given the Soviet record, let us look 
then at some historical considerations 
suggested by the dates Mr. Gorbachev 
chose for his visit. 
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THE SNEAK ATTACK 

Forty-six years ago, President 
Franklin D. Roosevelt stood before a 
joint session of Congress and began 
with the following statement: 

Yesterday, December 7, 1941-a date 
which will live in infamy-the United States 
of America was suddenly and deliberately 
attacked by naval and air forces of the 
Empire of Japan. 

The United States was at peace with that 
Nation and, at the solicitation of Japan, was 
still in conversation with its Government 
looking toward the maintenance of peace in 
the Pacific. Indeed, one hour after Japanese 
air squadrons had commenced bombing in 
the American Island of Oahu, the Japanese 
Ambassador to the United States and his 
colleague delivered to our Secretary of State 
a formal reply to a recent American mes
sage. And while this reply stated that it 
seemed useless to continue the existing dip
lomatic negotiations, it contained no threat 
or hint of war or of armed attack. 

It will be recorded that the distance of 
Hawaii from Japan makes it obvious that 
the attack was deliberately planned many 
days or even weeks ago. During the inter
vening time, the Japanese Government has 
deliberately sought to deceive the United 
States by false statements and expressions 
of hope for continued peace. 

Mr. President, with these words, 
President Roosevelt described the im
minent peril confronting this Nation 
and the free world, and a few moments 
later asked for a declaration of war 
against the Japanese Empire. The 
entire speech took 6112 minutes. It took 
Congress only 33 minutes after the 
conclusion of the President's speech to 
pass, by a vote of 82 to O in the Senate 
and 388 to 1 in the House of Repre
sentatives, a joint resolution declaring 
that a state of war existed between 
the United States and Japan. 

That hour was an historic moment 
in the annals of the United States. It 
is an hour that this Nation will never 
forget. But just because it is so famil
iar, we take it for granted. We do not 
study it in order to learn what that 
moment meant. I would like to take a 
few moments to draw for us some les
sons that are applicable to our times. 

Mr. President, it is worthwhile to 
analyze what President Roosevelt said. 

First, he said that the United States 
was suddenly and deliberately at
tacked by Japan. There are two points 
to consider: The suddenness and the 
deliberateness-the suddenness be
cause the United States was taken un
aware, the deliberateness because it 
did not happen by accident, but after 
long planning. 

Second, he said that the United 
States was at peace. We had no ulteri
or intentions. We were not preparing 
for war. 

Third, he pointed out the deception 
of the Japanese. We were actually en
gaged in peace negotiations with the 
Japanese. At the very time they at
tacked, the Japanese Ambassador was 
exchanging polite notes with the Sec
retary of State, without a hint that 
hostilities were coming. 

Fourth, he pointed out not only that the result would be an extraordinary 
the attack was deliberate, but that the extension of dominion and power re
deception was deliberate. This is why sulting in the rebuilding of Japan into 
December 7, 1941, was a "day of a peaceful nation, and a mighty 
infamy." It was not just the surprise friendship that embraces the multi
attack, but the deliberate deception of tudes of the islands of the great Pacif
the United States which was actively ic. 
engaged in diplomatic activities in
tended to guarantee the peace in the 
Pacific. In other words, the peace ne
gotiations were a coverup for the plan
ning of the attack. 

Finally, Mr. President, it is notewor
thy that the deception included "false 
statements and expressions of hope 
for continued peace." It was not only a 
diplomatic campaign, but a propagan
da campaign aimed at conquest. 

The American people always find it 
difficult to believe that some nations 
operate out of malice, out of malice 
engendered by dreams of conquest. We 
took the Japanese at their word. We 
had no aims of dominance in the Pa
cific. We could not believe that anyone 
would adopt a course of action so con
trary to their outward show. But we 
learned a lesson, a lesson written in 
blood and destruction. 

These are lessons that are perennial. 
It was Commodore M.C. Perry, USN, 
the man who brought Western civiliza
tion to the East, to Japan specifically, 
who looked forward to modern events 
with prophetic vision. In 1856-over 
130 years ago-Commodore Perry read 
a paper before the American Geo
graphic and Statistical Society in New 
York which lays the present century 
before us with startling prediction. 
The Commodore said: 

It requires no sage to predict events so 
strongly foreshadowed to us all; still "West
ward" will "the course of empire take its 
way." But the last act of the drama is yet to 
be unfolded, and notwithstanding the rea
soning of political empires, Westward, 
Northward, and Southward, to me it seems 
that the people of America will, in some 
form or other, extend their dominion and 
their power, until they shall have brought 
within their mighty embrace multitudes of 
the Islands of the great Pacific, and placed 
the Saxon race upon the eastern shores of 
Asia. And I think too, that eastward and 
southward will her great rival in future ag
grandizement <Russia) stretch forth her 
power to the coasts of China and Siam: and 
thus the Saxon and the Cossack will meet 
once more, in strife or in friendship, on an
other field. Will it be friendship? I fear not! 
The antagonistic exponents of freedom and 
absolutism must thus meet at last, and then 
will be fought that mighty battle on which 
the world will look with breathless interests; 
for on its issue will depend the freedom or 
the slavery of the world-despotism or ra
tional liberty must be the fate of civilized 
man. I think I see in the distance the giants 
that are growing up for that fierce and final 
encounter; in the progress of events that 
battle must sooner or later inevitably be 
fought. 

Commodore Perry could not have 
seen how his vision would be realized
how the United States, with no desire 
of empire, would be drawn into a war 
with the Japanese Empire, and how 

GENERAL MACARTHUR'S STRATEGIC VISION 

Commodore Perry's vision reminds 
us of another speech before a joint 
session of Congress, a speech that took 
place on April 19, 1951. It was of 
course the speech by Gen. Douglas 
MacArthur, a man as familiar with the 
Pacific as the commodore, and one of 
the towering giants of our century. It 
was his leadership that fulfilled the 
commodore's prophecy. General Mac
Arthur said: 

Of more direct and immediate bearing 
upon our national security are the changes 
wrought in the strategic potential of the Pa
cific Ocean in the course of the past war. 
Prior thereto, the western strategic frontier 
of the United States lay on the littoral line 
of the Americas with an exposed island sa
lient extending out through Hawaii, 
Midway, and Guam to the Philippines. That 
salient proved not an outpost of strength 
but an avenue of weakness along which the 
enemy could and did attack. The Pacific was 
a potential area of advance for any predato
ry force intent upon striking at the border
ing land areas. 

All this was changed by our Pacific victo
ry. Our strategic frontier then shifted to 
embrace the entire Pacific Ocean, which 
became a vast moat to protect us as long as 
we could hold it. Indeed, it acts as a protec
tive shield for all of the Americas and all 
free lands of the Pacific Ocean area. We 
control it to the shores of Asia by a chain of 
islands extending in an arc from the Aleu
tians to the Mariannas held by us and our 
free allies. From this island chain we can 
dominate with sea and air power every Asi
atic port from Vladivostok to Singapore and 
prevent any hostile movement into the Pa
cific • • •.Under such conditions, the Pacif
ic no longer represents a peaceful lake. Our 
line of defense is a natural one and can be 
maintained with a minimum of military 
effort and expense. It envisions no attack 
against anyone nor does it provide the bas
tions essential for offensive operations, but 
properly maintained would be an invincible 
defense against aggression. 

The holding of this littoral defense line in 
the Western Pacific is entirely dependent 
upon holding all segments thereof, for any 
major breach of that line by an unfriendly 
power would render vulnerable to deter
mined attack every other major segment. 
This is a military estimate as to which I 
have yet to find a military leader who will 
take exception. 

Mr. President, this kind of strategic 
thinking seems to be absent from our 
national councils today. How well 
General MacArthur understood that 
the defense of the Nation depends 
upon holding all segments of our de
fense, lest any major breach render us 
vulnerable. The heart of any strategy 
for peace depends not only upon mili
tary strength to put up a protective 
shield against the enemy, but also the 
will to use that strength not only for 
defense, but to change an enemy seek-
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ing domination into an ally recon
structed in liberty. General MacAr
thur had the mentality that under
stood the need for both; and he suc
ceeded in the Pacific so admirably 
that the freedom of our allies in the 
Pacific today is an embarrassment to 
the apologists for totalitarian social
ism everywhere. 

Unfortunately, today we wistfully 
imagine that despotism can reform 
from within. We think that a strategic 
military defense is no longer the firm 
underpinning of freedom. We think 
that the Soviet Union, to be blunt, has 
"an interest" in peace, an interest to 
which we can appeal with rational ar
guments. One hundred and thirty 
years ago, Commodore Perry under
stood the conflict better than we do 
today. 
COMMODORE PERRY ON THE UNITED STATES AND 

RUSSIA 

Mr. President, Commodore Perry 
was also right in his perception of the 
Russian desire of aggrandizement of 
power and territory, how Russia would 
"stretch forth her power to the coasts 
of China and Siam"-or, we might say, 
Indochina-moreover, the commodore, 
over 130 years ago, correctly foresaw 
that the United States and Russia 
would meet "as the antagonistic expo
nents of freedom and absolutism." He 
could not have predicted the horrify
ing aberration of the human spirit 
known today as communism, but he 
caught the essence of the conflict. 

And let us look again at what he 
said: 

Then there will be fought that mighty 
battle on which the world will look with 
breathless interest. 

Is that not true, Mr. President? Is 
that not true? Does not the whole 
world wait to see what the resolution 
of that battle will be? 

And the commodore was right again 
on the meaning of that battle. He said: 

On its issue will depend the freedom or 
the slavery of the world-despotism or ra
tional liberty must be the fate of civilized 
man. 

That is the choice we are faced with, 
today, Mr. President. That is the 
choice between communism and free
dom. That is the choice between the 
Soviet Union-that massive gulag- · 
and the United States. 

Nor must we forget, Mr. President
and this is the most important 
oracle-nor must we forget the clear, 
unchallengable voice of the commo
dore ringing from the past, as he said: 

I think I see in the distance the giants 
that are growing up for that fierce and final 
encounter; in the progress of events that 
battle must sooner or later inevitably be 
fought. 

Mr. President, we somehow think 
that the iron law that dominates 
human nature can change. We hope to 
avoid a conflict, and rightly so. No one 
wants war. But we forget that we are 
already engaged in a battle-not a 

battle fought with weapons, but a 
battle of steel nonetheless. It is the 
steel of one will against another will. 

GORBACHEV ATTACKS PEARL HARBOR 

That steel was exhibited only 2 
months ago when, according to reports 
published in the Washington press, 
Mr. Gorbachev and the Chief of the 
Soviet General Staff, Marshal of the 
Soviet Union Ak.hromeyev, descended 
into an underground bunker near 
Moscow on September 29 and 30 and 
personally directed an important mis
sile test. 

The missile involved was the experi
mental TT-09 ICBM, also known as 
the SS-X-26. The salient points re
garding this missile are as follows: 

First, the SS-X-26 is the largest and 
most deadly missile known to man, 
heavier even than the super-heavy SS-
18. 

Second, the SS-X-26 is designed to 
carry 20 highly accurate, megaton
yield, hard-target-destroying war
heads. 

Third, the SS-X-26 is the third "new 
type" of ICBM, a gross violation of the 
1979 SALT II restraints allowing only 
one "new type." 

Fourth, the SS-X-26 violates the cap 
on heavy ICBM throwweight. 

Fifth, the SS-X-26 tests violated the 
ban on encryption of missile-test te
lemetry, thus denying the information 
on flight characteristics supposedly 
guaranteed to us for purposes of moni
toring compliance. 

Sixth, Mr. Gorbachev directed the 
missile in an "over the pole" flight 
pattern, the first time any such pat
tern was ever tested by anybody, since 
an "over the pole" pattern implies a 
first strike. 

Seventh, the SS-X-26 was being 
rushed ahead of schedule and tested 
at a period of its development which 
might have ended in disaster for its 
target had there been the slightest 
malfunction. 

Eight, the target was Hawaii. 
Mr. President, I cannot guarantee 

that Mr. Gorbachev personally en
tered the bunker to direct the test, as 
the newspaper accounts citing intelli
gence sources, related. Reportedly, all 
these facts were placed before the 
then National Security Adviser, Mr. 
Carlucci. But the tests did take place. 
The missile was aimed at Hawaii. The 
Senate voted overwhelmingly to con
demn these tests. Even the State De
partment, struggling to master the art 
of understatement, sent a three-sen
tence protest. No one denies this. 

Furthermore, Mr. Gorbachev is un
questionably the head of the Soviet 
Defense Council, and the Soviet De
fense Council does have charge of 
such important tests. If Mr. Gorba
chev was not physically present in the 
bunker, it is reasonable to assume that 
he approved the order for the test. It 
is even reasonable to assume that Mar-

shal of the Soviet Union Akhromeyev 
was present, if not Gorbachev. 

What does not seem reasonable is 
the Mr. Gorbachev and Marshal Akh
romeyev 2 months later are being 
toasted in the White House, and the 
Marshal is a welcome guest of Secre
tary Carlucci in the Pentagon. 

Mr. President, never before has a 
missile test been aimed at the sover
eign territory of another nation. Never 
has there been a test of a missile so 
flagrantly in violation of past arms 
control agreements. Never before has 
there been a test of a missile in a first
strike pattern. Is Mr. Gorbachev 
trying to tell us something? 

It is hardly fantasy to see a connec
tion between the fact that Mr. Gorba
chev ordered a test with Hawaii as a 
target-indeed, with Pearl Harbor as a 
target-in defiance of all agreements 
under international law, and his 
choice of December 7 as the date of 
his arrival, and December 8, the day 
President Roosevelt proclaimed the 
previous day to be a day of infamy, as 
the date of his signing the INF Treaty. 
Mr. Gorbachev has something to tell 
us. He who has ears to hear, let him 
hear. 

Does Mr. Gorbachev come as a man 
of peace, or a man of intimidation? 
Perhaps some of those who see in him 
only a man of peace have been struck 
blind, just as the pilots of the Ameri
can planes observing the SS-X-26 
tests were struck blind by Soviet 
lasers. 

Mr. President, observe the parallels 
of history. 

Mr. Gorbachev proclaims himself to 
be a man of peace; but like the Japa
nese were doing in 1941, he is prepar-
ing for war. · 

Mr. Gorbachev purports to be nego
tiating arms control treaties; but like 
the Japanese, who were using the 
peace negotiations of the day for 
bloody purposes, Mr. Gorbachev pre
pares at careening speed the world's 
most deadly missile and aims at the 
United States. 

Like the Japanese of 1941, the trail 
Mr. Gorbachev leaves behind is a trail 
of unrepentant violations. The symme
try between the Japanese attack on 
Pearl Harbor and Mr. Gorbachev's 
attack on Pearl Harbor is all too obvi
ous. 

It was General MacArthur who saw 
the dawn of the nuclear age. The 
sneak attack on Pearl Harbor ended in 
the tower of flame and cloud in Naga
saki. The war which he directed in the 
Pacific, the war which made the Pacif
ic into a "peaceful lake," was success
ful in large part because of his bril
liance and clear military thinking. But 
the peace which followed was also suc
cessful because of his objective and 
compassionate policies in rebuilding 
Japan. The true man of war and the 
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true man of peace are one and the 
same. 

But the false man of war pretends to 
be a man of peace. The nuclear power 
of Hiroshima and Nagasaki has mush
roomed into undreamed-of forces. The 
confrontation predicted by Commo
dore Perry between the Saxon and 
Cossack has come to pass, even though 
today "the Saxon" stands for a nation 
of many ethnic strains united in liber
ty, and "the Cossack" stands for a to
talitarianism rooted in the denial of 
God. The giants he perceived to be 
moving toward that final and fierce 
encounter now face each other. 

Do we understand that Mr. Gorba
chev sees himself as a man of war, 
coming to take account of the booty 
he fully expects soon to be his? 

Do we understand that Mr. Gorba
chev can only have contempt for a 
nation that lavishes adulation on a 
man who uses their sovereign territory 
for deadly target practice? 

Do we understand that Mr. Gorba
chev's "false statements and expres
sions of hope for continued peace," as 
President Roosevelt characterized the 
Japanese actions, are but the prelude 
to what may well be the most danger
ous period in our history? 

QUESTIONS RAISED BY THE INF TREATY 

The questions we must ask ourselves 
must center on the real reasons why 
Mr. Gorbachev is so eager to grant 
peace. The treaty signed by Mr. Gor
bachev and the President deserves the 
closest of scrutiny-not only in terms 
of its text, but in terms of Soviet 
treaty compliance. We must ask our
selves whether the Soviets might have 
some ulterior motive in a treaty whose 
main accomplishment, the denucleari
zation of Europe and the neutraliza
tion of Europe, is a goal sought by 
Soviet strategic planners from the end 
of World War II. 

We must ask ourselves why the Sovi
ets are so eager to give up a marginal 
capability in SS-20's, a capability du
plicated many times over with other 
weapons, in order to get rid of the Per
shing II's, the one weapon in Western 
Europe that can wreak swift, sure, and 
certain retribution on Soviet territory 
against Soviet aggression. We must 
ask ourselves what could be the Soviet 
motive in making concessions that are 
militarily insignificant to them in 
return for the removal from NATO of 
the only weapon that chills their 
bones and makes them pause in the in
timidation or invasion of Europe. Can 
we take away the one credible deter
rent to war in Europe, and expect that 
there will be peace. 

The issues in this treaty are not new. 
In 1919, an extraordinary strategic 
thinker, Sir Halford J. MacKinder, 
summarized them in a book called 
"Democratic Ideals and Reality." 
MacKinder wrote: 

Who rules East Europe commands the 
Heartland: 

Who rules the Heartland commands the 
World-Island: 

Who rules the World-Island commands 
the World. 

That is what the INF Treaty is all 
about. We do not think of Europe any 
more as the Heartland, and we do not 
think of Eurasia as the World-Island. 
But the Soviets do. We must turn our 
maps upside down, and look at the 
world from the Soviet perspective. We 
must understand that once Europe is 
incorporated into the Soviet domain of 
influence and intimidation, then the 
United States becomes isolated and in
sular. The scope of world freedom will 
shrink to our shoreline, and we will be 
beleaguered and alone. 

In short, Mr. President, there is only 
one question to be sought for in the 
heart of this treaty. Does this treaty 
make nuclear war more likely or less 
likely? Or to state it a different way, 
does this treaty make peace more 
likely or less likely? 

PEACE IN OUR TIME 

The people of our Nation universally 
desire real peace, but real peace is not 
to be had simply for the desiring. Real 
peace is inseparable from freedom. A 
peace treaty entered into blindly is but 
the prelude to def eat or destruction. 

Winston Churchill understood that 
in the late 1930's in the period leading 
to Munich, the period he called the 
gathering storm. Churchill won no 
prizes for popularity in pointing out 
dangers to Britain, as Hitler broke 
treaty after treaty, ·agreement after 
agreement. 

Instead, the popularity went to 
Chamberlain, the leader of Churchill's 
own party, the man who was bringing 
"peace in our time." As early as 1934, 
Churchill proposed an amendment in 
Parliament declaring that the 
strength of the military forces was no 
longer adequate "to secure the peace, 
safety, and freedom" of His Majesty's 
faithful subjects. The Air Minister, 
Baldwin, ridiculed Churchill's warn
ings, claiming that his figures of 
German strength were exaggerated by 
half, and it was impossible to predict 
what might happen by 1937. 

As late as September 1938, Chamber
lain could still speak of the war in 
Europe as "a quarrel in a faraway 
country between people of . whom we 
know nothing." In a radio broadcast, 
he stated: 

I am myself a man of peace to the depths 
of my soul. Armed conflict between nations 
is a nightmare to me; but if I were con
vinced that any nation had made up its 
mind to dominate the world by fear of its 
force, I should feel that it must be resisted. 
Under such a domination, life for people 
who believe in liberty would not be worth 
living; but war is a fearful thing, and we 
must be very clear, before we embark on it 
that it is really great issues at stake. 

A short while later, Chamberlain re
turned from Munich in triumph, but 
the Conservative Party was split by 
the angry resignation of the first Lord 

of the Admiralty, Duff Cooper, who 
summed up the situation as follows: 

The Prime Minister has confidence in the 
good will and in the word of Herr Hitler, al
though, when Herr Hitler broke the Treaty 
of Versailles, he undertook to keep the 
Treaty of Locarno, and when he broke the 
Treaty of Locarno, he undertook not to 
interfere further, or to have further territo
rial claims in Europe. When he entered Aus
tria by force, he authorized his henchmen 
to give an authoritative assurance that he 
would not interfere with Czechoslovakia. 
That was less than six months ago. Still the 
Prime Minister believes that he can rely 
upon the good faith of Hitler. 

The mistakes of Chamberlain were 
fatal, but many people of his time be
lieved them to be sincere mistakes, 
carried out in an atmosphere of eu
phoria. As Churchill later wrote in 
"The Gathering Storm." 

There was widespread and sincere admira
tion for Mr. Chamberlain's persevering and 
unflinching efforts to maintain peace, and 
for the personal exertions which he had 
made. It is impossible in this account to 
avoid marking the long series of miscalcula
tions, and misjudgments of men and facts, 
on which he based himself; but the motives 
which inspired him have never been im
pugned, and the course he followed required 
the highest degree of moral courage. . . . 
The differences which arose between lead .. 
ing Conservatives, fierce though they were, 
carried with them no lack of mutual respect, 
nor in most cases did they sever, except tem
porarily, personal relations. It was common 
ground between us that the Labour and Lib
eral Oppositions, now so vehement for 
action, had never missed an opportunity of 
gaining popularity by resisting and de
nouncing even the half-measures for de
fence which the Government had taken. 

Mr. President, it is commonplace to 
state that we are at a great historical 
moment, that a new relationship with 
the Soviet Union is emerging, that 
arms control process is ushering in an 
era of peace. That is why I have taken 
some pains to examine crucial histori
cal precedents, and what men of honor 
and vision have had to say about those 
times. Each person will study these 
precedents and draw his or her own 
conclusions, perhaps conclusions dif
ferent from what I have drawn. 

Nevertheless, I believe that it is le
gitimate to doubt that a new era is at 
hand; or, if one is a pessimist, that the 
new era may turn out to be one of a 
kind we did not foresee and would not 
have chosen. Yet, if we expect Soviet 
compliance in the future, we must ex
amine Soviet compliance in the past. A 
treaty is worthless, and dangerous, if 
an adversary does not comply with the 
terms agreed upon. 

THE SOVIET RECORD OF NONCOMPLIANCE 

Mr. President, President Reagan laid 
down a reasonable criterion for his ne
gotiators when he sent to Congress his 
March 10, 1987, Sixth Report on 
Soviet Noncompliance with Arms Con
trol Agreements. He said: 
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Compliance with past arms control com

mitments is an essential prerequisite for 
future arms control agreements. 

Just last week, however, President 
Reagan in his seventh report con
firmed a serious new Soviet ABM 
Treaty violation to Congress. In the 
light of this new Soviet violation, it is 
useful to recall a quotation from Lenin 
in 1918: "Promises are like pie crusts, 
made to be broken." 

Yet President Reagan is correct 
when he states that there can be no 
new arms treaty, no real treaty, until 
the Soviets comply with the old. trea
ties. What good are arms control trea
ties if the Soviets do not comply with 
them? 

Do arms control treaties, when not 
complied with, become nothing more 
than an exercise in unilateral disarma
ment? 

Does the history of the unilateral 
disarmament of the Western democra
cies in the 1920's and 1930's demon
strate that unilateral disarmament 
and appeasement of totalitarian dicta
tors lead only to instability, enslave
ment, war? 

The historical record shows that the 
Soviet Union has violated virtually 
every single international security 
treaty it has ever signed, except one
the Hitler-Stalin Pact of August 23, 
1939. But this treaty, the only one 
which the Soviets ever complied with 
fully, was the catalyst for World War 
II. 

A summary of the facts of diplomat
ic history and of careful case studies 
shows clearly that the Soviets do not 
hesitate to sign treaties while fully in
tending to violate them f;rom the very 
moment they are consummated. 

Indeed, Mr. President, there is 
reason to believe that the INF Treaty 
just signed is another treaty that the 
Soviets have already violated. There is 
unclassified evidence that the Soviets 
have mixed the banned SS-20 missiles 
with the almost identical SS-25 
ICBM's, which are outside the scope 
of the treaty. 

It is worth while to recall what 
President Reagan said about the credi
bility of Soviet diplomacy just after 
the Soviets brutally shot down Korean 
Airlines Flight 007, murdering 269 in
nocent passengers, including our late 
distinguished colleague, Larry McDon
ald. Mr. Reagan said: 

What can be said about Soviet credibility 
when they so flagrantly lie? What can be 
the scope of legitimate mutual discourse 
with a state whose values permit such atroc
ities? And what were we to think of a 
regime which establishes one set of stand
ards for itself and another for the rest of 
mankind. 

Mr. President, in addition to remind
ing the Senate of the long list of offi
cial United States Government find
ings of Soviet treaty violations since 
the Bolshevik Revolution of 1917, I 

would like to call two documents to 
the Senate's attention. 

The first is the President's Decem
ber 2, 1987, unclassified report on 
Soviet noncompliance with arms con
trol agreements, and the second is the 
dissenting views to the report by the 
Permanent Select Committee on Intel
ligence of the House of Representa
tives entitled "Intelligence Support to 
Arms Control." These two most recent 
documents merely provide current and 
official support for my proposition 
that it is dangerous to sign new trea
ties with the Soviets, because they 
have not complied with any of the old 
ones. 

The best summation of the Soviet 
attitude toward treaties was given by 
Soviet leaders themselves. As I noted, 
Lenin stated that "Promises are like 
pie crusts, made to be broken." Lenin 
also coldly admitted shortly after the 
March 1918 Soviet-German peace 
treaty of Brest-Litovsk that: "Yes, of 
course we are violating the treaty. We 
have already violated it 30 or 40 
times." But Joseph Stalin most suc
cinctly summarized Soviet diplomacy, 
when he made the famous statement 
that: 

Words have no relation to actions-other
wise what kind of diplomacy is it? Words are 
one thing, actions another. Good words are 
a mask for concealment of bad deeds. Sin
cere diplomacy is no more possible than dry 
water or wooden iron. 

If Soviet leader Gorbachev's "glas
nost" CGlass-nostJ and "perestroika" 
Cpara-stroy-ka] policies made him a 
different kind of Soviet leader, per
haps the Soviet Union would not be in
creasing its violations of the SALT I 
ABM Treaty on the very eve of the 
Pearl Harbor Summit, as President 
Reagan has just confirmed to Con
gress. 

Indeed, I believe that Gorbachev is 
no different from all the rest of the 
Soviet leaders before him. Not only 
did he have a long career in the KGB, 
he resorted to murder to destroy his 
rivals and become Soviet General Sec
retary, but his so-called reformist poli
cies have only one fundamental objec
tive-to make the Soviet Union more 
effective in its quest for domination 
over the United States. 

Mr. President, 32 years ago, on 
August 1, 1955, the Senate Committee 
on the Judiciary filed an important 
report on Soviet treaty violations. This 
report was followed by similar Senate 
Judiciary Committee reports on Janu
ary 1, 1959, and January l, 1964. The 
Department of Defense made a similar 
report on Soviet treaty violations on 
November 5, 1962. 

These four official reports covered 
more than 150 Soviet international se
curity treaty violations from 1917 
through 1964. 

But then, for the next 20 years, 
there was total, complete official 

blackout of the news of Soviet treaty 
violations. 

On January 23, 1984, that official, 
United States Government cover-up 
ended with President Reagan's first 
report to Congress on Soviet SALT 
violations. The first report established 
Ronald Reagan as the first President 
to have the courage officially and pub
lically to accuse the Soviet Union of 
violating SALT treaties. 

It was a historic report, because it 
broke the 20 year silence from official 
Washington on Soviet violations of 
international security treaties. 

Since that January 23, 1984, historic 
Presidential Report to Congress on 
Soviet SALT Violations, there have 
been six more, for a total of seven offi
cial reports to Congress on Soviet 
SALT cheating. These reports estab
lish a still-expanding pattern of over 
50 Soviet violations of SALT and other 
arms control treaties. 

These seven Reagan administration 
reports, together with the previous 
four 1955-64 reports from both the 
legislative and the executive branches, 
are of real significance for U.S. securi
ty and world peace. Without Soviet 
compliance with arms control and 
international security treaties, there 
can be no order in international rela
tions and no reliable security arrange
ments not wholly based on military 
might. 

But now a total of 11 official United 
States Government reports to Con
gress confirming over 200 Soviet 
treaty violations establish the fact 
that the Soviets always cheat on their 
solemn legal commitments to comply 
with international security treaties. 

Soviet noncompliance with treaties 
will inevitably increase the risk of war. 
That is why the chief American arms 
control negotiator in Geneva, our dis
tinguished Ambassador Max Kampel
man, himself stated recently that: 

It is essential in our negotiations in 
Geneva that we highlight the issue of 
Soviet violations of existing arms control 
agreements, even though they will yell like 
stuck pigs. 

But as Lenin stated in 1916, "Every 
peace program is a 
deception • • • unless its principal 
object is • • • the revolutionary strug
gle." 

Mr. President, I will now remind the 
Senate of the chronological history of 
these Soviet treaty violations, which is 
appropriate just as President Reagan 
and Gorbachev are signing a new 
treaty. 

Here is a list of the most important 
violations of international security 
treaties from the official 1962 Defense 
Department report: 

1. On May 7, 1920, the new Soviet regime 
signed a treaty with the independent Geor
gian Republic, pledging no interference in 
Georgia's internal affairs. The Soviet viola
tion: On February 11 and 12, 1921, Soviet 
troops invaded Georgia, in a step leading to 
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the absorption of the Republic into the 
USSR. 

2. On March 16, 1921, in a trade agree
ment with Britian, the Soviet Union pledged 
not to engage in propaganda in Britain. The 
Soviet violation: On May 26, 1927, Britain 
ended the agreement because of Soviet vio
lations, including Soviet failure to stop 
propaganda inside Britain as promised. 

3. On June 5, 1922, the Soviet Union con
cluded a friendship agreement with Czecho
slovakia. The Soviet violation: On June 29, 
1945, the USSR compelled Czechoslovakia 
to cede the Carpatho-Ukraine to the Soviet 
Union. 

4. On December 12, 1943, the USSR and 
the Czech Government-in-exile signed a 
treaty of friendship and mutual assistance. 
The Soviet violation: On February 25, 1948, 
the Czechoslovakian Government was 
forced to accept a Communist ultimatum as 
the Soviet Union completed arrangements 
to force the country into its satellite empire. 
The Soviet ultimatum compelled the ap
pointment of a cabinet of Moscow followers, 
and it climaxed the Soviet postwar drive to 
absorb the once-independent Czechoslova
kia. 

5. On December 17, 1925, the USSR signed 
a nonaggression and neutrality pact with 
Turkey. The Soviet violation: On March 20, 
1945, the USSR denounced this pact, and 
began a campaign to secure control of the 
Black Sea straits. 

6. On August 31, 1926, the Soviet Union 
concluded a nonaggression pact with Af
ghanistan. The Soviet violation: On June 14, 
1946, the USSR forced Afghanistan to cede 
the border territory of Kishka. 

7. On September 28, 1926, the Soviet 
Union made a nonaggression pact with Lith
uania, later extending the agreement 
through 1945. The Soviet violation; On June 
15, 1940, Soviet troops invaded Lithuania. 
On August 8, 1940, Lithuania was annexed 
by the Soviet Union. 

8. On September 27, 1928, the Soviet 
Union adhered to the Kellogg-Briand pact 
for the renunciation of war. The Soviet vio
lation: The Soviet Union violated this 
pledge by their 1939-40 invasions of Poland, 
Lithuania, Estonia, Romania, and Finland. 

9. On January 21, 1932, the USSR agreed 
to a nonaggression pact with Finland. The 
Soviet violation: On November 30, 1938, 
Soviet military forces invaded Finland. 

10. On February 5, 1932, the Soviet Union 
signed a nonaggression pact with Latvia. 
The Soviet violation: On June 16, 1940, 
Soviet troops invaded Latvia. 

11. On May 4, 1932, the Soviet Union 
pledged nonagression in an agreement with 
Estonia. The Soviet violation: On June 16, 
1940, Soviet military forces invaded and oc
cupied Estonia. 

12. On July 25, 1932, the Soviet Union 
signed a nonaggression pact with Poland. 
The Soviet violation: On September 17, 
1939, Soviet troops invaded Poland. 

13. On May 8, 1934, the USSR and Poland 
extended their nonaggression pact for ten 
years. The Soviet violation: On September 
29, 1939, the USSR signed an agreement 
with Nazi Germany to partition Poland. 

14. On June 9, 1934, the USSR agreed to 
recognize Romania, and to guarantee her 
sovereignty. The Soviet Violation: On June 
27, 1940, the Soviet army invaded and occu
pied the Romanian provinces of Bessarabia 
and Northern Bukovina. 

15. On September 15, 1934, the USSR en
tered the League of Nations, pledging there
by "the maintenance of justice and a scru
pulous respect for all treaty obligations in 

the dealings of organized peoples with one 
another." The Soviet violation: On August 
23, 1939, the USSR made a treaty with Nazi 
Germany, termed "a joint conspiracy" to de
prive Poland, Estonia, Latvia, Lithuania, 
Finland, and Romania of their independ
ence and territorial integrity. 

16. On August 31, 1937, the Soviet Union 
signed a nonaggression pact with the Re
public of China. The Soviet violation: On 
October 2, 1940, the USSR broke relations 
with the Republic of China, after recogniz
ing the Communist Chinese regime it 
helped to eventually gain power in 1948. 

17. On July 30, 1941, the USSR concluded 
an agreement with the Polish Government
in-exile, pledging mutual aid and coopera
tion. The Soviet violation: On April 28, 1943, 
the USSR broke its relations with the 
Polish Government-in exile, on the pretext 
of the Polish request for a Red Cross inves
tigation of the Katyn Forest Massacre. 

18. On September 4, 1941, the Soviet 
Union pledged adherance to the Atlantic 
Charter, which provided that agreeing coun
tries seek no aggrandizement, that the coun
tries desired no territorial changes not made 
with the freely expressed wishes of the 
people concerned, and that they respected 
the right of all peoples to choose their own 
government. The Soviet violation: Against 
these promises stands the Soviet Union's 
record of occupation and domination of Ro
mania, Estonia, Latvia, Lithuania, Czecho
slovakia, Tannu Tuva, Afghanistan terri
tory, Hungary, East Germany, Albania, Bul
garia, Poland, North Korea, and Mongolia. 

19. On January 29, 1942, the Soviet Union, 
with Iran and Britain, signed a treaty of al
liance, providing for the Military use of Ira
nian territory only until the end of military 
operations against Germany. The Soviet 
violation: The Soviet Union refused to with
draw its troops from Iran at the end of 
World War Two. 

20. On February 4-11, 1945, at the Yalta 
Conference, the USSR agreed on various 
postwar measures, including adoption of a 
resolution that the liberated peoples of 
Europe should have the opportunity to 
solve their economic problems by democrat
ic means. The Soviet violation: In violation 
of this agreement stands the USSR's record 
of dominations in Bulgaria, Romania, 
Poland, East Germany, Hungary, and 
Czechoslovakia, and other countries which 
were forced into postwar roles as satellites 
of the Soviet Union. 

21. On February li, 1945, the USSR at the 
Yalta Conference, agreed to a declaration 
that the Polish provisional government 
"shall be pledged to the holding of free and 
unfettered elections as soon as possible on 
the basis of universal suffrage and secret 
ballot." The Soviet violation: On January 5, 
1947, the Soviet Union refused to partici
pate in the meeting with the United States 
and Britain to secure compliance with the 
1945 agreement pledging free elections in 
Poland. 

22. On April 11, 1945, the USSR signed a 
20 year treaty of friendship, mutual aid, and 
cooperation with Yugoslavia. The Soviet 
violation: On September 29, 1949, the USSR 
denounced this agreement. 

23. On June 14-18, 1945, President 
Truman and Premier Stalin agreed, in an 
exchange of letters, to "free access by air, 
road, and rail, from Frankfurt and Bremen 
to Berlin for U.S. forces." The Soviet viola
tion: From April 1, 1948, to May 12, 1949, 
the Soviet Union imposed the Berlin Block
ade by severing all land and water routes be
tween Berlin and West Germany. The West-

ern Allies supplied Berlin by airlift. In 
March, 1962, the Soviet Union harassed 
flights by Allied airplanes between Berlin 
and West Germany. 

24. On July 17 to August 2, 1945, at the 
Potsdam Conference, the USSR agreed that 
there should be uniform treatment of the 
German people throughout Germany. The 
Soviet violation: East Germany today con
tinues to be a rigidly controlled Soviet satel
lite. Its people have been denied free elec
tions, have been isolated from the people of 
West Germany, and have been victimized by 
the same kind of regimentation, police rule, 
and economic restrictions imposed on the 
people of the Soviet Bloc states in Europe. 

25. On August 14, 1945, the Soviet Union 
entered into a treaty with the Republic of 
China, containing these pledges: "Each high 
contracting party undertakes not to con
clude any alliance and not to take any part 
in any coalition directed against the other 
high contracting party . . . the treaty comes 
into force immediately ... and shall remain 
in force for a term of 30 years." The Soviet 
violation: On February 14, 1950, these 
pledges were broken when the USSR made 
a new agreement with the Communist Chi
nese regime it had helped to create. The So
viets did not even bother to change the 
basic wording. The new treaty also pledges: 
"Both high contracting parties undertake 
not to conclude any alliance against the 
other high contracting party . . . The 
present treaty will be valid for 30 years." 

26. On March 10, 1947, the Soviet Council 
of Ministers, meeting in Moscow, agreed 
that all German prisoners of war should be 
repatriated by December 31, 1948. The 
Soviet Violation: On August 3, 1955, the So
viets furnished the West German Red Cross 
with data on the health and whereabouts of 
only 20 of the approximately 14,000 Ger
mans known to be still held in the USSR. 

27. On May 4 and June 20, 1949, Four 
Power Agreements of New York and Paris 
guarantee the United States, British, 
French, and Soviet joint control of Berlin, 
all access routes to and from the city, and 
freedom of movement within the city. The 
Soviet violation: On September 20, 1955, the 
USSR unilaterally transferred Soviet con
trol over all access routes to and from 
Berlin to the East German regime. 

28. On July 27, 1956, the military armi
stice was established between the United 
Nations command and opposing communist 
forces of North Korea and China, assisted 
by the USSR. The Armistice Agreement 
pledged signers to "cease introduction into 
Korea of reinforcing military personnel." 
The Soviet violation: On July 11, 1956, the 
United Nations command detailed a long list 
of armistice agreement violations by com
munist parties. On May 6, 1957, the U.N. 
command, in another series of official com
plaints, charged that the communists had 
sent troops into Korea's demilitarized zone 
six times in a period of less than 4 months. 

29. On January 14, 1956, the USSR signed 
an agreement with Yugoslavia, pledging 
$110 million in credits for industrial con
struction. On August 4, 1956, the USSR 
pledged an additional grant of $175 million, 
bringing the total to $285 million. The 
Soviet violation: On May 28, 1958, Yugoslav 
sources disclosed that the Soviet Union had 
postponed for five years the grant to Yugo
slavia amounting to $285 million. This rep
resented an attempt to retaliate against 
Yugoslavia for its refusal to accept the 
Soviet Communist Party's ideological lead
ership. 
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30. On October 19, 1956, the USSR-Japa

nese joint declaration pledged the Soviet 
Union to refrain from interference in 
Japan's internal affairs. The Soviet viola
tion: In 1958, during the weeks preceding 
the Japanese elections of May 22, the Sovi
ets beamed radio propaganda at Japan vio
lently opposing the election of Premier 
Kishi's government. Between 1959 and 1960, 
the USSR threatened Japan with the possi
bility of nuclear war if Japan ratified the 
U.S.-Japan security treaty, signed January 
19, 1960. 

Mr. President, the above only partial 
listing of Soviet violations of interna
tional security treaties occurred be
tween 1917 and 1960, and they were 
officially confirmed by the Senate Ju
diciary Committee and by the Depart
ment of Defense in 1962 and 1964. But 
there was a long hiatus from 1964 
until 1984, when there were no official 
United States Government reports on 
Soviet treaty violations. Then on Jan
uary 23, 1984, President Reagan made 
his first report to Congress on Soviet 
SALT violations. There have now been 
seven such reports to Congress, con
firming the following numerical tabu
lation of Soviet violations of SALT 
and other arms control treaties: 

First. SALT I ABM Treaty-10 con
firmed violations; 

Second. SALT I Interim Agree
ment-5 confirmed violations; 

Third. SALT II Treaty-22 con
firmed violations; 

Fourth. Limited Test Ban Treaty-
30 confirmed violations; 

Fifth. Threshold Test Ban Treaty-
24 likely violations; 

Sixth. Biological Warfare Conven
tion-multiple confirmed violations; 

Seventh. Geneva Protocol on Chemi
cal Weapons-multiple confirmed vio
lattons; 

Eighth. Kennedy-Krushchev Agree
ment of 1962-Confirmed violations. 

In addition, Mr. President, long 
before SALT began in 1969, the Sovi
ets violated two significant arms con
trol treaties, one in the 1920's, which 
even entailed on-site inspection, and 
another in the late 1940's. Soviet au
thorities on international law have 
candidly stated their view of treaty 
compliance: "Those institutions of 
international law which can facilitate 
the accomplishment of the stated 
tasks of Soviet foreign policy are rec
ognized and applied in the USSR; 
those which contradict these aims in 
any way are rejected." 

According to an official U.S. State 
Department Soviet Affairs Note dated 
August 10, 1959: 

"Few nations can match the USSR in vo
ciferous protestations of loyalty to interna
tional obligations! However, such declara
tions which are typical of Soviet propagan
dists and scholars alike-diverge widely 
from Soviet practice. In the years since the 
Bolshevik Revolution the Soviet govern
ment, while consistently accusing others of 
bad faith in international dealings, has not 
hesitated to violate its own treaty obliga
tions when such actions appeared to be in 

its interest. The history of the last 40 years 
provides numerous examples of deliberate 
treaty violation by the Soviet regime.• • • 
The USSR has disregarded treaty provisions 
inconvenient to itself, has unilaterally de
nounced conventions to which it is a party, 
has threatened abrogation as a means of in
timidation, and has on several occasions at
tacked fellow signatories to treaties of 
friendship and nonaggression. 

Mr. President, I ask unanimous con
sent that the December 2, 1987 report 
entitled "The President's Unclassified 
Report On Soviet Noncompliance 
With Arms Control Agreements" be 
printed in the RECORD at the conclu
sion of my remarks. 

There being no objection, the mate
rial was ordered to be printed in the 
RECORD, as follows: 
THE PRESIDENT'S UNCLASSIFIED REPORT ON 

SOVIET NONCOMPLIANCE WITH ARMS CON· 
TROL AGREEMENTS 
The following is the text of a letter from 

the President to the Speaker of the House 
of Representatives and to the President of 
the Senate transmitting the President's 
report, in classified and unclassified ver
sions, on Soviet noncompliance with arms 
control agreements as required by P.L. 99-
145. 

DEAR MR. SPEAKER <Dear Mr. President): 
In response to congressional requests as set 
forth in Public Law 99-145, I am forwarding 
herewith classified and unclassified versions 
of the Administration's report to the Con
gress on Soviet noncompliance with arms 
control agreements. <Detailed classified 
briefings will be available to the Congress in 
the near future.) · 

The information contained in this report, 
in addition to that provided in our previous 
reports, is essential to understanding the 
problems we face in seeking to achieve 
sound, equitable and verifiable agreements 
for arms reductions that will strengthen our 
security and that of our allies. 

The Soviet Union to date has not correct
ed its noncompliance activities. Indeed, 
since the last report, there has been an ad
ditional case of Soviet violation of the ABM 
Treaty in the deployment of an ABM radar 
at Gomel, and other violations are continu
ing. 

No violations of a treaty can be considered 
to be a minor matter, nor can there be con
fidence in agreements if a country can pick 
and choose which provisions of an agree
ment it will comply with. The Gomel viola
tion can be quickly corrected by the Soviet 
Union if it so chooses. We are urging them 
to take the actions needed to do so, and to 
resolve other longstanding violations, espe
cially that of their radar located at Kras
noyarsk. Correcting their violations will be a 
true test of Soviet willingness to enter a 
more constructive relationship and broaden 
the basis for cooperation between our two 
countries on security matters. 

I am confident the Congress fully shares 
my concern about Soviet noncompliance. 
Congressional support and consensus on 
this issue is an essential element of our ef
forts to secure corrective actions, and 
pursue the kind of arms reductions agree
ments that will best serve the interests of 
the United States and the world. 

Sincerely, 
RONALD REAGAN. 

SOVIET NON COMPLIANCE WITH ARMS CONTROL 
AGREEMENTS 

At the request of Congress, I am submit
ting this report on Soviet Noncompliance 
with Arms Control Agreements. This 
Report represents another in a series of re
ports to Congress by this Administration re
garding this serious issue. The series in
cludes Reports dated January 1984, Febru
ary and December 1985, March 1987, and 
the 1984 Report on Soviet Noncompliance 
prepared for me by the independent Gener
al Advisory Committee on Arms Control. 
Each of these reports has enumerated and 
documented, in detail, issues of Soviet non
compliance and our attempts to resolve the 
issues. Likewise, this Report addresses ques
tions of Soviet noncompliance with existing 
arms control agreements, including the 
Anti-Ballistic Missile Treaty, the Biological 
and Toxin Weapons Convention, the 
Geneva Protocol on Chemical Weapons, and 
the Limited Test Ban Treaty. Now that we 
have put the SALT I Interim Agreement 
and the SALT II Treaty behind us, Soviet 
activities with respect to those agreements 
are not treated in this Report. I will report 
on the Threshold Test Ban Treaty at a later 
date. The provisions of the Helsinki Final 
Act that relate to military security and con
fidence-building have been superseded by 
the Stockholm Document, a development 
that is treated later in this introduction. 
When taken as a whole, this series of re
ports provides a clear picture of continuing 
Soviet violations and forms the basis for our 
concern that future agreements must beef
fectively verifiable and complies with. 

In the December 23, 1985, Report, I 
stated: 

"The Administration's most recent studies 
support its conclusion that there is a pat
tern of Soviet noncompliance. As document
ed in this and previous reports, the Soviet 
Union has violated its legal obligation 
under, or political commitment to, the 
SALT I ABM Treaty and Interim Agree
ment, the SALT II Agreement, the Limited 
Test Ban Treaty of 1963, the Biological and 
Toxin Weapons Convention, the Geneva 
Protocol on Chemical Weapons, and the 
Helsinki Final Act. In addition, the USSR 
has likely violated provisions of the Thresh
old Test Ban Treaty." 

I further stated: 
"At the same time as the Administration 

has reported its concerns and findings to 
the Congress, the United States has had ex
tensive exchanges with the Soviet Union on 
Soviet noncompliance in the Standing Con
sultative Commission <SCC), where SALT· 
related issues (including ABM issues> are 
discussed, and through other appropriate 
diplomatic channels." 

The compliance concerns enumerated in 
this Report are not unfamiliar to the Soviet 
Union. I expressed my personal interest in 
these issues directly to General Secretary 
Gorbachev during my meetings with him, 
both in 1985 in Geneva and then again in 
Reykjavik in October 1986. In addition, the 
Standing Consultative Commission discusses 
compliance concerns in detail during its bi· 
annual sessions. The classified Report in
cludes detailed summaries of this sec dia
logue. Most recently, Secretary of State 
Shultz raised U.S. concerns about Soviet 
noncompliance during his October 1987 visit 
to Moscow. 

Additional time has passed and, despite 
these continuing intensive efforts and the 
critical stage we have entered in the negoti
ation of arms reductions of historic propor-
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tion, the Soviet Union has failed to correct 
its noncompliant activities; neither have 
they provided explanations sufficient to al
leviate our concerns on other compliance 
issues. Indeed, recent Soviet activities at an 
electronics facility at Gomel have raised an 
additional compliance issue with regard to 
the ABM Treaty. 

Compliance with treaty obligations is a 
cornerstone of international law; States are 
to observe and comply with obligations they 
have freely undertaken. In fact, in Decem
ber 1985, the General Assembly of the 
United Nations recognized the importance 
of treaty compliance for future arms con
trol, when, by a vote of 131-0 <with 16 ab
stentions), it passed a resolution that: 

Urges all parties to arms limitation and 
disarmament agreements to comply with 
their provisions; 

Calls upon those parties to consider the 
implications of noncompliance for interna
tional security and stability and for the 
prospects for further progress in the field of 
disarmament; and 

Appeals to all UN members to support ef
forts to resolve noncompliance questions 
"with a view toward encouraging strict ob
servance of the provisions subscribed to and 
maintaining or restoring the integrity of 
arms limitation or disarmament agree
ments.'' 

Congress has made clear its concern about 
Soviet noncompliance with arms control 
agreements. In February 1987, the Senate 
passed a resolution, by a vote of 93-2, which: 

"Declares that an important obstacle to 
the achievement of acceptable arms control 
agreements with the Soviet Union has been 
its violation of existing agreements, and 
calls upon it to take steps to rectify its viola
tion of such agreements and, in particular, 
to dismantle the newly-constructed radar 
site at Krasnoyarsk, Union of Soviet Social
ist Republics, since it is a clear violation of 
the terms of the Anti-Ballistic Treaty ... ". 

The Senate repeated its call for dismantle
ment of the Krasnoyarsk radar in a resolu
tion dated September 16, 1987. For its part, 
the House of Representatives, on May 6, 
1987, voted 416-0 in support of a resolution 
recognizing that by constructing the Kras
noyarsk radar, the Soviet Union was in vio
lation of its legal obligations under the 
ABM Treaty. 

Compliance with arms control commit
ments remains an essential element of my 
arms control policy. As I have stated before: 

"In order for arms control to have mean
ing and credibly contribute to national secu
rity, it is essential that all parties to agree
ments fully comply with them. Strict com
pliance with all provisions of arms control 
agreements is fundamental, and this Admin
istration will not accept anything less.'' 

I have also said that: 
"Soviet noncompliance is a serious matter. 

It calls into question important security 
benefits from arms control, and could create 
new security risks. It undermines the confi
dence essential to an effective arms control 
process in the future ... The United States 
Government has vigorously pressed, and 
will continue to press these compliance 
issues with the Soviet Union through diplo
matic channels.'' 

Despite these continuous efforts, I regret 
to report that during the period since my 
last Report, the Soviet Union has failed to 
correct its noncompliance activity or to pro
vide explanations sufficient to alleviate our 
concerns. Soviet explanations and actions 
are fully described in the Report. · The 
Report presents and distinguishes between 

both violations and possibly noncompliant 
actions which are historical in nature and 
instances of ongoing and new noncompliant 
behavior. 

THE ABM TREATY 

We continue to have deep concerns about 
Soviet noncompliance with the ABM 
Treaty. One of our principal concerns is 
with the Krasnoyarsk radar which is a clear 
violation of the Treaty. The radar demon
strates that the Soviets were designing and 
programming a prospective violation of the 
ABM Treaty even while they were negotiat
ing a new agreement on strategic offensive 
weapons with the United States. 

The only permitted functions for a large, 
phased-array radar <LPAR) with a location 
and orientation such as that of the Kras
noyarsk radar would be space-tracking and 
national technical means <NTM> of verifica
tion. Based on conclusive evidence, however, 
we judge that this radar is primarily de
signed for ballistic missile detection and 
tracking, not for space-tracking and NTM as 
the Soviets claim. Moreover, the coverage of 
the Krasnoyarsk radar closes a major gap in 
the coverage of the Soviet ballistic missile 
detection, warning, and tracking screen. Its 
location allows it to provide warning of a 
ballistic missile attack, to acquire attack 
characterization data that will enable the 
Soviet strategic forces to respond in a timely 
manner, and that could aid in planning the 
battle for Soviet defensive forces. 

All LP ARs, such as the Krasnoyarsk 
radar, have the inherent capability to track 
large numbers of objects accurately. Thus, 
they not only could perform as ballistic mis
sile detection, warning, and tracking radars, 
but also have an inherent technical poten
tial, depending on location and orientation, 
of contributing to ABM battle management. 

LPARs have always been considered to be 
the long lead-time element of a possible ter
ritorial defense. Taken together, the Kras
noyarsk radar and other Soviet ABM-relat
ed activities give us concern that the Soviet 
Union may be preparing an ABM defense of 
its national territory. Some of the activities, 
such as the construction of new LP ARs on 
the periphery of the Soviet Union and the 
upgrade of the Moscow ABM system, 
appear to be consistent with the ABM 
Treaty. The redundancy in coverage provid
ed by these new radars and the disposition 
of these radars closely resembles the design 
of the U.S. Safeguard ABM program. The 
construction of the radar near Krasnoyarsk 
and the deployment of a Flat Twin and a 
Pawn Shop outside a permitted ABM 
system deployment area or designated ABM 
test range are violations of the ABM Treaty. 
Other Soviet ABM-related activities involve 
potential or probable Soviet violations or 
other ambiguous activity. These other 
issues, discussed fully in the body of the 
report, are: 

The testing and development of compo
nents required for an ABM system that 
could be deployed to a site in months rather 
than years, and the movement of parts of 
Flat Twin and Pawn Shop for a new loca
tion; 

The concurrent operation of air defense 
components and ABM components; 

The development of modern air defense 
systems that may have some ABM capabili
ties; 

The demonstration of an ability to reload 
ABM launchers in a period of time short 
enough to cause us concern as to Soviet ca
pabilities and intent; and 

The locating of parts of a Flat Twin and 
Pawn Shop at a location that is neither a 

permitted ABM deployment area nor an 
agreed test range. 

Soviet activities during the past year have 
contributed to our concerns. Construction is 
continuing on three additional LPARs simi
lar to the Krasnoyarsk radar. These new 
radars are located near the periphery of the 
western USSR and oriented consistent with 
the ABM Treaty's provisions on ballistic 
missile early warning radars (if they are for 
early warning>. The primary mission of 
these radars is ballistic missile detection and 
tracking. 

The Soviets have sought recently to 
convey the impression that they are ad
dressing our concerns in a responsible fash
ion, but have not taken any actions which in 
fact redress our concerns regarding their 
possible preparation of a territorial defense. 
For example, on September 5, 1987, a U.S. 
Congressional Delegation was permitted to 
visit the Krasnoyarsk radar. Although the 
Soviet invitation represented a departure 
from the long Soviet history of secrecy in 
such matters, the observations of the Con
gressional Delegation regarding the stage of 
construction, the quality of construction, 
and other features of the radar in no way 
change the assessment that the radar is de
signed for ballistic missile detection and 
tracking. The radar is unquestionably an 
LPAR, whose location and orientation are 
inconsistent with the ABM Treaty. 

In recent years, we have gathered an in
creased amount of evidence on activities 
that could be associated with Soviet concur
rent operations. This may or may not indi
cate an increase in Soviet concurrent oper
ations. Also of significant concern is the ini
tial deployment in the western USSR to 
Soviet ground forces of the SA-12 defensive 
system, a variant of which has been tested 
against tactical ballistic missiles and may 
have some ABM capability. 

Our continuing reexamination of Soviet 
ABM-related activities demonstrates that 
the Soviets have not corrected their out
standing violation, the Krasnoyarsk radar. 
With regard to Krasnoyarsk, on October 23, 
General Secretary Gorbachev told Secre
tary of State Shultz that the Soviets were 
imposing a one-year construction moratori
um on Krasnoyarsk. Although activities at 
Krasnoyarsk continue to be noted, the re
maining work needed on the radar is interi
or work, so that it would be difficult to as
certain whether the Soviets have indeed 
ceased construction at the site. 

The absence of Soviet dismantlement of 
the Krasnoyarsk radar, the new violation in 
the deployment of the Flat Twin and Pawn 
Shop observed at Gomel, and the totality of 
Soviet ABM-related activities in 1987 and 
previous years, suggest that the USSR may 
be preparing an ABM defense of its national 
territory. 

The Soviet Union clearly continues to in
crease its capability to deploy an ABM de
fense. The Soviet programs involved a much 
greater investment of plant space, capital 
and manpower than comparable U.S. pro
grams. As I said in the December 1985~ 
Report, a unilateral Soviet ABM defense: 
"would have profound implications for the 
vital East-West balance. A unilateral Soviet 
territorial ABM capability acquired in viola
tion of the ABM Treaty could erode our de
terrent and leave doubts about its creditibi
lity ." 

CHEMICAL, BIOLOGICAL AND TOXIN WEAPONS 

The integrity of the arms control process 
is also hurt by Soviet violations of the 1925 
Geneva Protocol on Chemical Weapons and 
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the 1972 Biological and Toxin Weapons 
Convention. Information obtained in 1987 
does nothing to allay our concern about 
Soviet noncompliance with these important 
agreements. Progress toward an agreement 
banning chemical weapons is affected by 
Soviet noncompliance with the Biological 
and Toxin Weapons Convention. Because of 
the record of Soviet noncompliance with 
past agreements, we believe verification pro
visions are a matter of unprecedented im
portance in our efforts to rid the world of 
these heinous weapons-weapons of mass 
destruction under international law. 

The U.S. has determined that the Soviet 
Union has maintained an active offensive bi
ological warfare program and capability. 
Until recently, the Soviet Union has never 
acknowledged that it conducted even per
mitted BW-related activities other than to 
say that it had been in compliance with its 
obligations under the BWC. 

As a result of the 1986 BWC Review Con
ference, States party to the Convention 
agreed to exchange information on facilities 
built for high-risk (high-containment> bio
logical experiments and facilities engaged in 
other activities relating to the convention. 
The Soviet submission is an unprecedented 
public declaration of permitted Soviet BW
related facilities and is a welcome step. 

An example of the discrepancy between 
Soviet public and private arms control diplo
macy is the recent Soviet treatment of our 
concerns regarding an outbreak of anthrax 
in Sverdlovsk in 1979. The U.S. has evidence 
that the outbreak occurred as a result of an 
accidental release of large quantities of an
thrax spores from a prohibited BW facility, 
contributing to our concerns about the 
Soviet BW program. We have raised the 
issue repeatedly with the Soviets as early as 
March 1980, and have been told that the 
outbreak stemmed from the consumption of 
contaminated meat. 

Since the 1986 BWC Review Conference, 
the Soviets have provided additional details 
regarding the incident in various informal 
public fora. However, the Soviet account is 
inconsistent with information available to 
us, and in many aspects is not consistent 
with a contaminated meat explanation. 

Again, while we welcome the provision of 
new information and the opportunity to dis
cuss these issues, our concerns regarding 
the Soviet biological warfare program and 
capability are unanswered. The Soviets have 
maintained a prohibited offensive biological 
warfare capability. It may include advanced 
biological agents about which we have little 
knowledge and against which we have no 
defense. The Soviets continue to expand 
their chemical and toxin warfare capabili
ties, contrary to their public claims. Neither 
NATO retaliatory nor defensive programs 
can begin to match the Soviet effort. And, 
even though there have been no confirmed 
reports of attacks with lethal chemical, bio
logical or toxin agents since 1984, previous 
activities have provided the Soviets with val
uable testing, development, and operational 
experience. 

NUCLEAR TESTING 

The record of Soviet noncompliance with 
the treaties on nuclear testing is of legal 
and military concern. Since the Limited 
Test Ban Treaty <LTBT> came into force 
over 20 years ago, the Soviet Union has con
ducted its nuclear weapons test program in 
a manner incompatible with the aims of the 
Treaty. That conduct regularly resulted in 
the release of nuclear debris into the atmos
phere beyond the borders of the USSR. 
When the Soviets ended their unilateral nu-
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clear testing moratorium on February 26, 
1987, they resumed their pattern of non
compliance with treaties on nuclear testing 
by conducting the test in a way which re
sulted in the release of radioactive matter 
into the atmosphere beyond the borders of 
the USSR. Even though the material from 
these Soviet tests does not pose calculable 
health, safety or environmental risks, and 
these infractions have no apparent military 
significance, our repeated attempts to dis
cuss these· occurrences with Soviet authori
ties have been rebuffed. The United States 
presented demarches to the Soviets on two 
separate occasions of unambiguous venting 
in 1987 and received completely unaccept
able explanations. Soviet refusal to discuss 
this matter calls into question their sinceri
ty on the whole range of arms control agree
ments. 

During their 1985-86 moratorium, the So
viets undoubtedly maintained their test 

· sites because they quickly resumed testing 
and have since conducted a series of tests. 
One of these tests raised sufficient concern 
about Soviet compliance with the 150 kt 
limit of the Threshold Test Ban Treaty 
CTTBT> that the U.S. raised the issue with 
the Soviets. 

In the March 1987 Report we reaffirmed 
the December 1985 U.S. Government judg
ment that, "Soviet nuclear testing activities 
for a number of tests constitute a likely vio
lation of legal obligations under the Thresh
old Test Ban Treaty.'' We also reported that 
the finding would stand until a number of 
studies, which had been initiated in an at
tempt to provide a somewhat improved basis 
for assessing Soviet compliance, could be 
completed. While significant progress has 
been made on those technically difficult 
issues, we do not expect to provide an 
update until next spring. 

The United States and the Soviet Union 
have met several times at the experts level 
to discuss the broad range of issues relating 
to nuclear testing. In a joint statement 
issued at the time of the September 1987 
meeting between Secretary of State Shultz 
and Soviet Foreign Minister Shevardnadze, 
the two sides indicated their intention to 
design and conduct joint verification experi
ments at each other's test sites. On Novem
ber 9, 1987, the United States and the Soviet 
Union began full-scale, stage-by-stage nego
tiations in which the first step is to agree on 
effective verification measures which will 
make it possible to ratify the U.S.-USSR 
TTBT and Peaceful Nuclear Explosions 
Treaty <PNET). As a result of this first 
round of discussions, arrangements are 
being made for preliminary visits to each 
side's test sites. 

THE HELSINKI FINAL ACT 

The Accord reached at the 1986 Stock
holm Conference on Confidence- and Secu
rity-Building Measures containing new 
standards for notification, observation, and 
verification of military activities, including 
on-site inspection, went into effect January 
1, 1987. To date, Soviet military activity 
forecasts, subsequent notifications, and the 
acceptance of requests for two inspections 
have been consistent with their obligations 
under the new agreement. The Soviets have 
provided the minimum information required 
and have, therefore, remained within the 
scope of their obligations. In view of this 
and without any new evidence, this compli
ance issue will not be treated in this report. 
However, we have exercised our prerogative 
for on-site inspection and will be carefully 
monitoring Soviet compliance with these 
new standards. While this Accord appears to 

be a step in the right direction, we must 
continue to seek further confidence and se
curity building measures. 

COMPLIANCE AND ARMS CONTROL 

A consistent and fundamental priority of 
my Administration has been achieving deep 
and equitable reductions in the nuclear of
fensive arsenals of the U.S. and USSR. That 
goal ls closer to reality than it has ever been 
in the history of mankind, but it will be 
achieved only if effective verification and 
total compliance are integral elements of 
the process both with respect to existing 
arms control agreements and possible new 
ones. 

We must insist on effective verification of 
the provisions of these new agreements, re
spond appropriately to any Soviet noncom
pliance, and continue to make our strategic 
decisions based on the nature and magni
tude of the Soviet threat. A double standard 
of compliance with arms control obligations 
is unacceptable. 

I look forward to continued close consulta
tions with the Congress as we seek to make 
progress in resolving compliance issues and 
in negotiating sound arms control agree
ments. 

The findings of Soviet noncompliance 
with arms control agreements follow. 

THE FINDINGS 

Anti-Ballistic Missile fABMJ Treaty 

Treaty Status 
The 1972 ABM Treaty and its Protocol 

ban deployment of ABM systems except 
that each Party is permitted to deploy one 
ABM system around its national capital 
area or, alternatively, at a single ICBM de
ployment area. The ABM Treaty is in force 
and is of indefinite duration. Soviet actions 
not in accord with the ABM Treaty are, 
therefore, violations of a legal obligation. 

1. The Krasnoyarsk radar 
Obligation: To preclude the development 

of a territorial defense or providing the base 
for a territorial ABM defense, the ABM 
Treaty provides that radars for early warn
ing of ballistic missile attack may be de
ployed only at locations along the periphery 
of the national territory of each Party and 
that they be oriented outward. The Treaty 
permits deployment <without regard to loca
tion or orientation> of large phased-array 
radars for purposes of tracking objects in 
outer space or for use as national technical 
means of verification of compliance with 
arms control agreements. 

Issue: The March 1987 Report examined 
the issue of whether the Krasnoyarsk radar 
meets the provisions of the ABM Treaty 
governing phased-array radars. We have re
examined this issue. 

Findings: The U.S. Government reaffirms 
the conclusion in the March 1987 Report 
that the new large phased-array radar 
under construction at Krasnoyarsk consti
tutes a violation of legal obligations under 
the Anti-Ballistic Missile Treaty of 1972 in 
that in its associated siting, orientation, and 
capability, it is prohibited by this Treaty. 
Construction continued in 1987. The ab
sence of credible alternative explanations 
have reinforced our assessment of its pur
pose. Despite U.S. requests, no corrective 
action has been taken. This and other ABM
related activities suggest that the USSR 
may be preparing an ABM defense of its na
tional territory. 

2. Mobility of ABM system components 
Obligation: Paragraph 1 of Article V of 

the ABM Treaty prohibits the development, 



34950 CONGRESSIONAL RECORD-SENATE December 10, 1987 
testing, or deployment of mobile land-based 
ABM systems or components. 

Issue: The March 1987 Report examined 
whether the Soviet Union has developed a 
mobile land-based ABM system, or compo
nents for such a system, in violation of its 
legal obligation under the ABM Treaty. We 
have reexamined this issue and considered 
the impact of the Soviet actions at Gomel. 

Finding: The U.S. Government reaffirms 
the judgment of the March 1987 Report 
that the evidence on Soviet actions with re
spect to ABM component mobility is ambig
uous, but that the USSR's development and 
testing of components of an ABM system, 
which apparently are designed to be de
ployable at sites requiring relatively limited 
special-purpose site preparation, represent a 
potential violation of its legal obiigation 
under the ABM Treaty. The recent move
ment of parts of a Flat Twin and Pawn 
Shop reinforces our concerns about ABM 
system component mobility. This and other 
ABM-related Soviet activities suggests that 
the USSR may be preparing an ABM de
fense of its national territory. 

3. Concurrent testing of ABM and air 
defense components 

Obligation: The ABM Treaty and its Pro
tocol limit the Parties to one ABM deploy
ment area. In addition to the ABM systems 
and components at that one deployment 
area, the Parties may have ABM systems 
and components for development and test
ing purposes so long as they are located at 
agreed test ranges. The Treaty also prohib
its giving components, other than ABM 
system components, the capability "to 
counter strategic ballistic missiles or their 
elements in flight trajectory" and prohibits 
the Parties from testing them "in an ABM 
mode." The Parties agreed that the concur
rent testing of SAM and ABM system com
ponents is prohibited. 

Issue: The March 1987 Report examined 
whether the Soviet Union has concurrently 
tested SAM and ABM system components in 
violation of its legal obligation since 1978 
not to do so. It was the purpose of that obli
gation to further constrain testing of air de
fense systems in an ABM mode. We have re
examined this issue. 

Finding: The U.S. Government reaffirms 
the judgment made in the March 1987 
Report that the evidence of Soviet actions 
with respect to concurrent operations is in
sufficient fully to assess compliance with 
Soviet obligations under the ABM Treaty. 
However, the Soviet Union has conducted 
tests that have involved air defense radars 
in ABM-related activities. The large 
number, and consistency over time, of inci
dents of concurrent operation of ABM and 
SAM components, plus Soviet failure to ac
commodate fully U.S. concerns, indicate the 
USSR probably-has violated the prohibition 
on testing SAM components in an ABM 
mode. In several cases this may be highly 
probable. This and other ABM-related ac
tivities suggest the USSR may be preparing 
an ABM defense of its national territory. 
4. ABM capability of modern SAM systems 
Obligation: Under subparagraph <a> of Ar

ticle VI of the ABM Treaty, each party un
dertakes not to give non-ABM interceptor 
missiles, launchers, or radars "capabilities to 
counter strategic ballistic missiles or their 
elements in flight trajectory, and not to test 
them in an ABM mode ... " 

Issue: The March 1987 Report examined 
whether the Soviet Union has tested a SAM 
system or component in an ABM mode or 
given it the capability to counter strategic 

ballistic missiles or their elements in flight 
trajectory in violation of their legal obliga
tion under the ABM Treaty. We have reex
amined this issue. 

Finding: The U.S. Government reaffirms 
the judgment made in the March 1987 
Report that the evidence of Soviet actions 
with respect to SAM upgrade is insufficient 
to assess compliance with the Soviet Union's 
obligations under the ABM Treaty. Howev
er, this and other ABM-related Soviet activi
ties suggest that the USSR may be prepar
ing an ABM defense of its national terri
tory. 

5. Rapid reload of ABM launchers 
Obligation: The ABM Treaty limits to 100 

the number of deployed ABM interceptor 
launchers and deployed interceptor missiles 
at launch sites. It does not limit the number 
of interceptor missiles that can be built and 
stockpiled. Paragraph 2, Article V, of the 
Treaty prohibits the development, testing 
or deployment of "automatic or semi-auto
matic or other similar systems for rapid 
reload" of the permitted launchers. 

Issue: The March 1987 Report examined 
whether the Soviet Union has developed, 
tested or deployed automatic, semi-automat
ic, or other similar systems for rapid reload 
of ABM launchers in violation of its legal 
obligations under the ABM Treaty. We have 
reexamined this issue. 

Finding: The U.S. Government reaffirms 
the judgment made in the March 1987 
Report that, on the basis of the evidence 
available, the USSR's actions with respect 
to the rapid reload of ABM launchers con
stitute an ambiguous situation as concerns 
its legal obligations under the ABM Treaty 
not to develop systems for rapid reload. The 
Soviet Union's reload capabilities are a seri
ous concern. These and other ABM-related 
Soviet activities suggest that the USSR may , 
be preparing an ABM defense of its national 
territory. 

6. ABM components at Gomel 
Obligations: To preclude the deployment 

of a territorial defense or providing the base 
for a territorial defense, the ABM Treaty 
provides that ABM components cannot be 
deployed outside of the one permitted ABM 
system deployment area or designated ABM 
test ranges for any purpose. 

Issue: In March 1987, the U.S. Govern
ment observed the appearance of major 
parts of the original Flat Twin radar, in
cluding all of the modular sections of the 
radar body, and a Pawn Shop van at an elec
tronics plant in Gomel, about 550 kilome
ters southwest of .Moscow. The timing of 
the arrival of parts of the Flat Twin and 
Pawn Shop indicates that they came from 
the radars that were removed from the Sary 
Shagan Missile Test Center where, by Janu
ary 1987, the Soviets were observed disas
sembling a number of these ABM compo
nents. U.S. concern regarding the issue of 
mobile ABM components previously raised 
with the Soviets could be exacerbated by 
this Soviet action. 

Finding: The U.S. Government finds that 
the USSR's activities with respect to moving 
a Flat Twin ABM radar and a Pawn Shop 
van, a component of an ABM system, from a 
test range and initiating deployment at a lo
cation outside of an ABM deployment area 
or ABM test range constitutes a violation of 
the ABM Treaty. While it is not likely that 
the actions at Gomel are to support an 
ABM defense at that locality, deployment 
of such radars at Gomel to carry out any 
function is inconsistent with ABM Treaty 
obligations. This and other ABM-related 

Soviet activities suggest that the USSR may 
be preparing an ABM defense of its national 
territory. 

7. ABM territorial defense 
Obligation: The ABM Treaty and Protocol 

allow each Party a single deployment area, 
explicitly permit modernization and replace
ment of ABM systems or their components, 
and explicitly recognize the existence of 
ABM test ranges for the development and 
testing of ABM components. The ABM 
Treaty prohibits, however, the deployment 
of an ABM system for defense of the nation
al territory of the Parties and prohibits the 
Parties from providing a base for such a de
fense. 

Issue: The March 1987 Report examined 
whether the Soviets have deployed an ABM 
system for the defense of their territory or 
provided a base for such a defense. We have 
reexamined this issue. 

Finding: The U.S. Government reaffirms 
the judgment of the March 1987 Report 
that the aggregate of the Soviet Union's 
ABM and ABM-related actions <e.g., radar 
construction, concurrent testing, SAM up
grade, ABM rapid reload, ABM mobility and 
deployment of ABM components to GomeD 
suggests that the USSR may be preparing 
an ABM defense of its national territory. 

Biological weapons convention and 1925 
Geneva protocol 

Chemical, Biological and Toxin Weapons 
Treaty status 

The 1972 Biological and Toxin Weapons 
Convention <BWC> and the 1925 Geneva 
Protocol are multilateral treaties to which 
both the United States and the Soviet 
Union are Parties. Soviet action not in 
accord with these treaties and customary 
international law relating to the 1925 
Geneva Protocol are violations of legal obli
gations. 

Obligation: The BWC bans the develop
ment, production, stockpiling or possession, 
and transfer of microbial or other biological 
toxins except for a small quantity for pro
phylactic, protective or other peaceful pur
poses. It imposes the same obligations in re
lation to weapons, equipment and means of 
delivery of agents or toxins. The 1925 
Geneva Protocol and related rules of cus
tomary international law prohibit the use in 
war of asphyxiating, poisonous or other 
gases and of all analogous liquids, materials, 
or devices and prohibits use of bacteriologi
cal methods of warfare. 

Issue: The March 1987 Report examined 
whether the Soviets are in violation of pro
visions that ban the development, produc
tion, transfer, possession, and use of biologi
cal and toxin weapons and whether they 
have been responsible for the use of lethal 
chemicals. We have reexamined this issue. 

Finding: The U.S. Ghvernment judges 
that continued activity during 1987 at sus
pect biological and toxin weapon facilities in 
the Soviet Union, and reports that a Soviet 
BW program may now include investigation 
of new classes of BW agents, confirm the 
conclusion of the March 1987 Report that 
the Soviet Union has maintained an offen
sive biological warfare program and capabil
ity in violation of its legal obligation under 
the Biological and Toxin Weapons Conven
tion of 1972. 

There have been no confirmed attacks 
with lethal chemical or toxins in Cambodia, 
Laos, or Afghanistan in 1987 according to 
our strict standards of evidence. Nonethe
less, there is no basis for amending the 
March 1987 conclusion that, prior to this 
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time, the Soviet Union has been involved in 
the production, transfer, and use of tri
chothecene mycotoxins for hostile purposes 
in Laos, Cambodia, and Afghanistan in vio
lation of its legal obligation under interna
tional law as codified in the Geneva Proto
col of 1925 and the Biological and Toxin 
Weapons Convention of 1972. 

Limited Test Ban Treaty 
Underground Nuclear Test Venting 

Treaty status 
The Treaty Banning Nuclear Weapon 

Tests in the Atmosphere, in Outer Space 
and Under Water <Limited Test Ban Treaty> 
<LTBT> is a multilateral treaty that entered 
into force for the United States and the 
Soviet Union in 1963. Soviet actions not in 
accord with this treaty are violations of a 
legal obligation. 

Obligation: The LTBT specifically prohib
its nuclear explosions in the atmosphere, in 
outer space, and under water. It also prohib
its nuclear explosions in any other environ
ment "If such explosions cause radioactive 
debris to be present outside the territorial 
limits of the State under whose jurisdiction 
or control such explosion is conducted." 

Issue: The March 1987 Report examined 
whether the USSR's underground nuclear 
tests have caused radioactive debris to be 
present outside of its territorial limits. We 
have reexamined this issue including evi
dence obtained since the Soviets resumed 
nuclear underground testing in February 
1987. 

Finding: the U.S. Government reaffirms 
the judgment made in the March 1987 
Report that the Soviet Union's under
ground nuclear test practices resulted in the 
venting of radioactive matter on numerous 
occassions and caused radioactive matter to 
be present outside the Soviet Union's terri
torial limits in violation of its legal obliga
tion under the Limited Test Ban Treaty. 
The Soviet Union failed to take the precau
tions necessary to minimize the contamina
tion of man's environment by radioactive 
substances despite numerous U.S. de
marches and requests for corrective action. 
This practice has continued. Since the re
sumption of Soviet undergound testing in 
February 1987 the United States has pre
sented demarches to the Soviet Union on 
two separate occasions when unambiguosly 
attributable venting has occurred. 

BOSTON HERALD CONTEST-
MASSACHUSETTS CHILDREN 
WRITE TO GORBACHEV 
Mr. KENNEDY. Mr. President, in 

connection with the historic United 
States-Soviet summit in Washington 
this week, I had the privilege today of 
delivering to Soviet officials 12 prize
winning letters written by children in 
Massachusetts to General Secretary 
Gorbachev of the Soviet Union. The 
letters were submitted to the Boston 
Herald as part of a contest sponsored 
by the newspaper, and the Herald 
judges picked the prize winners from 
among 515 entries in three age catego
ries. 

I commend the Boston Herald for 
this worthwhile initiative, and I hope 
that General Secretary Gorbachev 
will take the opportunity to read all of 
these letters, for they eloquently ex
press the hopes for peace and good re
lations between our two nations. 

These hopes are widely shared by 
Americans of all ages, and I am sure 
they are shared equally by the vast 
majority of Soviet citizens. Most of all, 
it is the children in both our nations 
and throughout the world who will be 
the principal beneficiaries of our ef
forts this week and of our continuing 
progress to prevent nuclear war and 
promote international peace. And they 
will also be the principal victims, if we 
fail. 

I believe that my colleagues in the 
Senate will find these prize-winning 
letters of special interest, and I ask 
unanimous consent that they may be 
printed in the RECORD. 

There being no objection, the letters 
were ordered to be printed in the 
RECORD, as follows: 

TwELVE TO FOURTEEN YEAR OLDS 

FIRST PRIZE: PETER COLWELL, 12, EAST BOSTON 

I feel the warmth of the earth rising. I 
feel that peace, harmony and brotherhood 
are nearer than ever thought possible, when 
I realize that you, an honorable leader of 
the powerful Union of Soviet Socialist Re
publics, and President Reagan, a respected 
commander of the United States of Amer
ica, will meet for the purpose of nuclear dis
armament agreements. 

In the hands of two fine leaders lies a vital 
decision, and I feel it is just a breath away! 
Please make the lives of millions of this 
world's citizens safer, more peaceful, as a 
result of your visit. 
SECOND PRIZE: ERIC CHESNAKAS, 13, CAMBRIDGE 

I am writing to you for a very important 
reason, world peace. I believe that if we all 
work together we can achieve thi.S most pre
cious goal. If we don't work together, then 
we can die together. 

The one thing that scares me the most is 
having another war. I'd hate to die just be
cause nations can't get along with each 
other. God made the Earth for everyone. 
One nation shouldn't try to rule the whole 
world. We shouldn't have to kill each other 
to solve a problem. I hope you and Presi
dent Reagan accomplish many things when 
you two meet. 

THIRD PRIZE: MINDY PEIRCE, 12, WAYLAND 

I am a 12-year-old girl living in Wayland, 
Mass., and am writing you this letter to tell 
you my feelings about the children of the 
future. I din't really ever think about it 
before until recently. My parents were away 
and all of a sudden I thought of myself as 
an adult. I was a little nervous because I 
could imagine our earth as being totally pol
luted and everyone enemies. It was a terri
ble thought and I hope it won't become 
true. I wish that the Soviet Union and the 
United States would be friends and work to
gether in things because both of our conti
nents have a great deal of knowledge and to
gether we could find out things that we 
never knew before. 
FOURTH PRIZE: JOSEPH JUPIN, 12, NEW BEDFORD 

Allow me to introduce myself. My name is 
Joe Jupin and I am 12 years of age. I would 
like to talk to you about the relationship be
tween the U.S.A. and the U.S.S.R. I don't 
think you really want to go to war. So do 
something about it. Just think if our two 
countries were united we could break up all 
wars in the world and there could be world 
peace. And who cares who's the toughest 
country. And no matter what you ever do I 

will always remain your friend. Please write 
back. 

P.S. Just remember, nobody wins a war. 

NINE TO ELEVEN YEAR OLDS 

FIRST PRIZE: MISS BEVIN MURPHY, 9, MILFORD 

I think we should have peace all through
out the land from America's lakes to Rus
sia's lakes to Russia's sand. 

Peace talks are good, but that's all they 
are. 

To succeed in our goal we must reach out 
far. 

The only thing dividing us is the Atlantic 
sea. 

I think we should unite and answer the 
people's plea. 
SECOND PRIZE: JULIA HUYEN TRAN, 11, SHARON 

As you visit the United States of America, 
I want to write to you about freedom and 
openness. 

I congratulate you for your policy of 
'glastnost' or openness. But, freedom and 
openness always go together. Where there is 
freedom there comes openness. My country 
becomes great because it is free and open. 
The Constitution guarantees us with all 
basic freedom, and the United States gov
ernment is open to its people. If you are 
truly for 'glastnost,' then let freedom 
become a part of your country and in other 
countries that are influenced by the Soviet 
Union. 

THIRD PRIZE: KELLY BRUNO, 10, WINTHROP 

Please keep trying to keep peace. I know 
that it's hard and you must get tired, but 
please don't stop trying. Fighting comes too 
easy to people. Fighting is never the answer 
to anything. It leads too easily to war and it 
frightens me. I have a baby brother. He's 
five months old. His name is Dennis and 
he's beautiful. The last thing I want him to 
grow up to see or be in is a war. I know that 
wars can come unexpectedly, but please 
keep trying to keep the peace with Ameri
cans like me. Thank you for listening. 

FOURTH PRIZE: JAMES T. KALIL, 11, LAWRENCE 

We are learning Russian history in our 
sixth grade. Your history to survive is a lot 
like our fight and start in America. 

I never knew we fought together in the 
first and second <World) wars. When I read 
this I said to myself, 'Why am I supposed to 
fear you and you me?" The history books 
don't teach fear of each other. Who does? 

I would like to exchange sixth grade histo
ry textbooks to see what you tell your chil
dren about us. Maybe if we can see how 
adults tell us to see each other, it would ex
plain a lot of things. 

SIX TO EIGHT YEAR OLDS 

FIRST PRIZE: CHRISTOPHER A. GREEN, 7, 
BROCKTON 

Christmas is almost here. I think it would 
be a great idea if while Santa is bringing 
presents he takes some of the bad things 
away with him, like guns and bombs. When 
I have a fight with my friends we talk about 
it. I don't want them to die because they 
don't want to do what I want them to do. 
What do you think? You still have time to 
write Santa a letter. My mom is a mail man. 
If you like she could get it to Santa for you 
quickly. 

SECOND PRIZE: JENNIE MILLS, 8, BEDFORD 

I hope someday our countries can be 
friends. A war is like a fight I had with my 
friend Heather. She said twice she would 
play with me at recess. But she never did. 
So a few of my friends and I got together 
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and wrote notes. Mean ones! Then one day I 
saw her with her head down waiting for the 
bus. I went over to her and said I was sorry. 
She did not believe me. So I had to write 
more notes, nice ones this time. Now we are 
friends again. 

THIRD PRIZE: RICHIE NICOLO, 7, REVERE 

I am glad you are coming to my country. 
President Reagan is a nice man. We learn 
about peace in school. How about giving it a 
chance? I know it's hard and I've learned 
about missiles and stuff. Will I go to the war 
when I grow up? I don't want to leave my 
mother. I like you Mr. Gorbachev. My fa
ther's head looks like yours. Maybe some
day I'll come to Russia. Someday to see the 
kids. Do you have video games? 

FOURTH PRIZE: BETSY BARRETT, 6, EVERETT 

People should not have bombs because 
they can kill. Killing is not very nice. Every
one should be able to do what they want to 
do. Everybody is good enough to be free. 
People should be free because they have 
their own lives and their own fun. Everyone 
should be friendly with each other, meet 
each other in every state because if they 
meet each other as friends, they will become 
good friends. They should get rid of all this 
war stuff. Think up a good plan to free all 
the world and talk to each other. 

THE MARKET CRASH IN 
PERSPECTIVE 

Mr. HATCH. Mr. President, one of 
the most frequently asked questions in 
Washington today is "Does the stock 
market drop mean that we need new 
economic policies?" My own answer is: 
New economic policies-yes. New gim
micks-No! Responsible policymakers 
must avoid the temptation to find 
short run, quick legislative or adminis
trative solutions that fail to correct 
our longstanding problems. 

While the complexity of the market 
makes any analysis tentative and in
complete, I believe it is safe to suggest 
that the stock market crash in Octo
ber reflected a very real loss of trader 
confidence in the American economy. 
I would also argue that the crisis in 
confidence was sparked by recent · and 
ill-conceived attempts by the Federal 
Government to supress-but not ad
dress-our major problems: the U.S. 
international trade deficit and the 
Federal budget deficit. A third long
standing problem, in the opinion of 
many, has been U.S. monetary policy 
and its effect on interest rates. 

First, let's look at the trade deficit. 
The U.S. current account deficit, the 
disproportionately large amount of im
ports relative to exports, is the over
consumption of foreign goods financed 
by the surplus in the capital account. 
In other words, we are borrowing over
seas for our domestic investment, 
while we consume, rather than save, at 
home. A strong economy and a strong 
nation have made the United States 
attractive to foreign investors, and 
this investment from overseas has "fi
nanced" our overconsumption. The 
prospect of foreign ownership and a 
large debt to other nations has, for 
years, left analysts less than sanguine. 

The Federal budget deficit is a simi
lar problem. It would be fair to say 
that a great deal of the excessive con
sumption is the result of Federal fiscal 
policy which promises instant gratifi
cation at the expense of saving, invest
ment, work, invention, innovation, and 
risktaking. There is a tendency in Con
gress to overpromise benefits and 
downplay the effort required to 
produce these benefits. We subsidize 
business that is not economically 
viable, substitute inefficient Govern
ment programs for the more efficient 
private efforts, and heavily tax pro
ductive investment efforts to pay for 
these programs. 

A third longstanding problem of 
policy has been the monetary strategy 
of the Federal Reserve System. Our 
national monetary policy has never 
been the source of much stability for 
the economy, and recent years have 
not seen much improvement. Tradi
tionally, the Fed has periodically in
creased the money supply in order to 
stimulate the economy artificially. 
The regrettable outcome of this ma
neuver, Mr. President, is something 
like a heroin "Fix." It does not la.st 
long, and larger doses are required to 
keep the "high" going. 

When inflation results, the Fed then 
slows the money supply growth rate, 
and the painful "withdrawal" of reces
sion squeezes inflation out of the econ
omy. This was the monetary pattern 
from 1975 until 1982. Subsequently 
the Fed maintained excessively high 
money growth rates until this pa.st 
summer when they began to fear the 
advent of another inflationary surge. 

Meanwhile, another significantly 
gloomy index appeared on the mental 
horizon; a new projection of the Fed
eral budget deficit. The Congressional 
Budget Office, in the late summer of 
1986, had estimated the total budget 
deficit for fiscal years 1987, 1988, and 
1989 at $461 billion. This fall, the 
figure climbed to $533 billion. The $72 
billion increase was due mostly to new 
Federal spending. Despite all of the 
congressional talk about Gramm
Rudman discipline, the deficit picture 
was, indeed, getting worse. 

This, then, was the volatile setting 
for the October crisis in confidence. It 
only remains to combine a longstand
ing weakness with some immediate 
poor decision or bad news to push us 
off a cliff. · 

There were two follies this fall that 
moved confidence closer to the preci
pice, Mr. President: 

First, Congress was about to address 
the account deficit with some very 
damaging gimmickry-on the order of 
the Gephardt amendment. Part of the 
House version of the trade bill, Gep
hardt would impose sanctions on any 
country that has an excessive trade 
deficit with the United States. Hardly 
good news for international trade, 
such a protectionist measure would 

surely lead first to retaliation, and 
then to recession. 

Second, the Federal Reserve, fearing 
an inflationary surge, reduced the 
monetary growth rate this fall, and 
created another reason to believe that 
a recession was not far behind. 

Just exactly what technicality final
ly triggered the spiral may never be 
known. Such crisis always spawn ques
tions like, "Why today? Why not yes
terday?" But our preoccupation with 
this question is maddeningly short
sighted. A spiral is a spiral, and just 
because the deficits have been around 
for some time, doesn't allow us to 
ignore them as causal while we ques
tion the mechanics of the fall. Did we 
have our umbrella at cliff edge? Was 
there a loose pebble? We must look at 
our proximity to the cliff and the 
problems that brought us there. After 
all, any number of events could break 
our foothold again. 

The recent budget summit agree
ment has had little impact on the 
market, no doubt being discounted as 
the weak response that it is. 

Washington, instead of making the 
hard decisions, has chosen to investi
gate the flaws in the stock market. No 
fewer than 14 studies have been 
launched to date-some from the 
White House, some from Congress-to 
analyze why the market responded to 
the force of gravity. 

The real answer is all too clear and 
far less glamorous. We must back 
away from the precipice. We must 
bring Federal spending under control, 
and we must encourage domestic 
saving and investment. We also need · 
to institute a stable monetary policy. 

Only with these goals can we expect 
to put the American economy on a 
solid footing. The responsible course 
for legislators to take is one that looks 
at the long-term welfare of the coun
try, and not at the short-term need to 
get re-elected. Wall Street merely re
flects our vulnerability. It carries the 
message of our weaknesses. 

Mr. President, do I think we will 
overcome our shortsightedness? I must 
say, not soon. I am not optimistic-not 
as long as Washington continues to re
spond by just "shooting the messen
ger." 

THE REMARKABLE CROMMELIN 
FAMILY-A CR:EDtT' TO MA~ 
BAMA AND THE NATION 
Mr. HELMS. Mr. President, a friend 

in Alabama, Will Hill Tankersley, has 
sent me a story published a few weeks 
back in the Alabama Journal about 
the father of one of my fine associates 
on the staff of the Senate Foreign Re
lations Committee. I would probably 
have never read the story had it not 
been for Mr. Tankersley because 
Quentin Crommelin, Jr., is too modest 
to bring it to my attention. 
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The senior Quentin Crommelin, now 

a 68-year-old retired Navy Captain, 
had a distinguished career in the 
Navy, including service as command
ing officer of the aircraft carrier, 
U.S.S. Lexington. 

I believe Senators will enjoy reading 
about the service and sacrifices made 
by the Crommelin family. Therefore, 
Mr. President, I ask unanimous con
sent that the aforementioned article 
published by the Alabama Journal, 
written by Anderson Scott, be printed 
in the RECORD. 

There being no objection, the article 
was ordered to be printed in the 
RECORD, as follows: 

CFrom the Alabama Journal, Nov. 2, 19871 
COAT STAND Is METAPHOR FOR CAPTAIN'S 

LoNG CAREER 
<By Anderson Scott> 

Needless to say, it is unusual for a coat 
stand to serve as a metaphor for a man. 

But the metaphor is apt. The stand is an 
ornately carved affair, with wooden duck's 
heads arching out to hold a variety of hats 
and overcoats, the slightly rough wardrobe 
of a gentleman farmer. Slung off the rack as 
casually as the coats is an AK-47 assault 
rifle, with a large bayonet fixed to the 
barrel. 

The stand belongs to 68-year-old Captain 
Quentin Crommelin. Until 1970, he served 
in the Navy in a variety of duties, including 
commanding the aircraft carrier Lexington 
and flying against the Japanese in World 
War II. 

Two of his brothers were killed in the war. 
The two brothers who survived both at
tained the rank of admiral. 

Currently on patrol in the Persian Gulf is 
the guided-missile frigate The Crommelin, 
named after his brothers killed in the war, 
Charles and Richard, and his late brother 
Admiral Henry Crommelin. 

Quentin Crommelin remembers with spe
cial fondness brother Charles, 10 years his 
senior. 

"He was a fighter pilot and a test pilot. He 
was a wonderful man. 

"He was testing a . plane built by Curtis 
that was a dog. The plane had killed the 
previous two test pilots who had flown it, 
and when Charles got it, the engine quit 
and Charles crashed. The crash broke his 
legs and almost tore off one of his arms. 
When I saw him after the crash, he was in 
traction, smoking a cigar and talking to my 
old man as though nothing had happened." 

Charles recovered and went into combat 
against.the Japanese as the oldest air group 
commander in the war. 

He was seriously injured again when he 
attacked a Japanese installation singlehand
edly, without waiting for re-enforcements. 

"The enemy put 243 holes in him as he 
was diving towards them. He managed to 
pull out of the dive and make it back to the · 
carrier, even though the plane was all shot 
up. They pulled him out of the plane had 
shipped him to the hospital in Pearl 
Harbor." 

When he got to Pearl Harbor, he was 
loaded in an ambulance for the final leg of 
the trip to the hospital. 

"Charles made the ambulance go to the 
bar where he knew his squad would be 
drinking, had a drink with them, and then 
headed on to the hospital. Of course, the 
doctor chewed him out. But Charles told 
the doctor that he wanted the kids to know 
that it's not so bad to be shot." 

Charles, when healed, again went into 
combat, despite a loss of peripheral vision as 
a result of his wounds. 

In a cruel irony, Charles was killed on a 
reconnaissance mission when another Amer
ican plane hit his. 

Brother Richard fought in the Battle of 
the Coral Sea and was shot down in the 
Battle of Midway. He was rescued from the 
ocean, and continued to fly. He was killed 
over Tokyo. 

Crommelin is modest about his own role 
in the war. "I'm not a combat hero. I tried 
my best, but I never had much to shoot at." 

And about the special qualities needed to 
fight, Crommelin is equally unassuming. 

"You.have qualms in a tight situation, but 
you try to do your job and get out alive. 
Mostly you don't want to look bad in the 
eyes of your friends. Esprit de corps is the 
greatest courage-maker. 

"Young men have the feeling of I'm going 
to live forever and it's not going to happen 
to me. It makes for great soldiers . . . If we 
get in a war-God forbid-the young men 
would come out of the hills and fores ts to 
defend the country, the way they always 
have." 

Although his duties with the Navy were 
varied and distinguished, Crommelin said 
that he remembered with the most fondness 
his days as squadron commander in the 
1940s. Crommelin said squadron command
ers got to fly-a job he sorely missed as he 
moved up the ranks-and were "close to the 
kids." 

As an air group commander in the 1950s, 
Crommelin helped preside over the intro
duction of jets onto aircraft carriers. "The 
group commander flies all the planes in his 
group, and we had jets and prop planes. Jets 
and props have different landing tech
niques. Well, I had been flying props all day 
and switched over to a jet in the afternoon." 

As he flew the jet in for a landing, Crom
melin cut his throttle, correct for a prop 
plane but wrong for a jet. In a fluke acci
dent, the jet missed the cables on the carri
er deck which were meant to snare it. Crom
melin found himself running off the end of 
the deck, with no power in his engines. 

The plane rolled over in mid-air, but 
before it hit water the engines caught and 
Crommelin managed to straighten out and 
come around again for a landing. 

"The boys on the deck said they were 
composing telegrams to my next-of-kin," 
Crommelin laughed. 

Since retiring from the Navy in 1970, 
Crommelin has cattle-farmed on his fami
ly's ancestral plantation on the banks of the 
Coosa River near Wetumpka. Visitors to 
Fort Toulouse see his house, a pink and 
white stucco Italinate mansion, far off the 
road. 

Crommelin has a long lineage of Mont
gomery notables. His great-uncle John 
Crommelin and two of his cousins, Gaston 
Gunter and Will Gunter, were mayors. 

Crommelin grew up with his four brothers 
and three sisters in a house which stood on 
the comer of Hull Street and Columbus 
Street, now Kiwanis Park. 

Crommelin's brother John currently lives 
on another part of the plantation. 

Crommelin married his wife, Pricilla, in 
1943. Pricilla was a ballet dancer, and of late 
has garnered acclaim as one of the region's 
best painters. 

Crommelin has two children. Daughter 
Pricilla Crommelin-Monnier is married to a 
French native and lives in Paris. She was 
the lead dancer with the Harkness ballet 
company and currently runs a ballet school. 

Son Quentin Jr. is a combat veteran of the 
Vietnam War. He now serves as chief minor
ity council to the Senate Foreign Relations 
Committee. Quentin Jr. played a role in the 
recent Iran-Contra hearings, advising Re
publican senators on various points of law. 

At the end of a two-hour interview Crom
melin was asked if the gun on the coat stand 
was a prop. 

He laughed. "No, it works. It makes tres
passers polite." 

THE l,OOOTH DAY OF CAPTIVITY 
OF TERRY ANDERSON 

Mr. LEAHY. Mr. President, today, 
December 10, marks the l,OOOth day of 
captivity for Terry Anderson. Mr. An
derson, an Associated Press reporter, 
is the senior member of the group of 
Americans who are hostages in Leba
non. 

During those 1,000 days, Mr. Ander
son's father, Glenn Anderson, Sr., and 
his brother, Rich, have both died of 
cancer. So far as we know, Mr. Ander
son is not aware of their deaths. His 
daughter was born and has learned to 
walk and talk without him. The days 
of his captivity have turned into 
weeks, the weeks into months, the 
months into years. 

We all remember how Ronald 
Reagan, after making the American 
hostages in Iran an issue of the 1980 
campaign, took his oath of office on 
the day of their release. Those Ameri
cans spent less than half the time in 
captivity that Terry Anderson has, 
with no end in sight. 

During the past year, this adminis
tration has been preoccupied with con
trolling political damage from the 
Iran-Contra scandal. That foreign 
policy disaster resulted in no reduction 
in the number of American hostages. 
There are now eight, and there is no 
sign of progress toward their release. 
In fact there is no evidence that any
thing is happening to give us hope for 
their release. 

This terrible and tragic situation is, 
in large part, a direct and predictable 
result of our current Middle East 
policy, or perhaps I should say nonpol
icy. In 7 years we have seen our role in 
that region dissolve. We have gone 
from being the brokers of an historic 
peace treaty between Egypt and Israel 
to the superpower that had no choice 
but to retreat from a senseless policy 
of military intervention in Lebanon. 

There is no better incentive for the 
United States to regain a meaningful 
diplomatic role in the Middle East 
than the release of the American hos
tages. It is time for a new effort to 
free these men, not with cakes, a 
Bible, missiles, and promises to the 
ayatollahs of Iran, but with credible, 
diplomatic overtures conducted at the 
highest levels in governments which 
can affect the situation. I mean espe
cially Syria, which retains good rela
tions with Iran and is the paramount 
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power in Beirut and northern Leba
non, including the Bekaa Valley. 

I urge the administration not to 
forget Terry Anderson and the other 
seven American citizens. As important 
as the INF Treaty is, and further steps 
toward nuclear arms control, as divert
ing as the Presidential election year 
will be, as preoccupied as a lame duck 
administration always is, we must not 
forget that eight Americans are being 
held in daily danger by fanatics and 
terrorists. 

I recently received a letter from 
Peggy Say, Terry Anderson's sister. I 
am sure she has written to other Mem
bers of Congress too, urging a new 
commitment to bring the hostages 
home. I share her sense of urgency, 
and call on Secretary of State Shultz 
to give this his highest priority. God 
forbid that we should have to wait for 
the inauguration of our next President 
before we see these men again. 

TRIBUTE TO RICHARD 
NARKEWICZ AS PRESIDENT OF 
THE AMERICAN ACADEMY OF 
PEDIATRICS 
Mr. LEAHY. Mr. President, it is with 

great pride that I rise today to com
mend Dr. Richard Narkewicz for being 
appointed the president of the Acade
my of Pediatrics on November 3, 1987. 
Dr. Narkewicz, a fellow Vermonter and 
a dear friend, has a distinguished aca
demic and professional history. He 
graduated with honors from St. Mi
chaels College of Vermont and the 
University of Vermont Medical Col
lege. In continuation of his academic 
career, Dr. Narkewicz has been an able 
clinical professor of pediatrics at the 
University of Vermont from 1966 until 
the present time. 

Dr. Narkewicz has an equally im
pressive professional background. Dr. 
Narkewicz was a captain in the U.S. 
Air Force where, from 1963 to 1966, he 
was chief of pediatrics and profession
al services at Griffiths Air Force Base 
in New York. And since 1966, Dr. 
Narkewicz has maintained a thriving 
private pediatric's practice in South 
Burlington, VT. 

It is a great honor to be elected 
president of the American Academy of 
Pediatrics. The American Academy of 
Pediatrics has more than 33,000 mem
bers in the United States, Canada, and 
Latin America. The academy is dedi
cated to the health, safety, and well
being of infants, children, adolescents, 
and young adults. They establish 
sound effective policies on a broad 
range of issues to ensure a healthier 
future for our children. 

Mr. President, I am very proud that 
a Vermonter is now the President of 
the American Academy of Pediatrics. 
With his strong academic and prof es
sional background and his active com
mitment to the world's children, I am 
confident that Dr. Narkewicz will be 

an outstanding leader for the acade
my. As a friend and as a colleague, I 
look forward to working with Dr. 
Narkewicz to improve the health and 
welfare of all children. 

MESSAGES FROM THE HOUSE 
At 10:25 a.m., a message from the 

House of Representatives, delivered by 
Mr. Berry, one of its reading clerks, 
announced that the House has passed 
the following bill, without amend
ment: 

S. 649. An act to amend the Reclamation 
Authorization Act of 1976 <90 Stat. 1324, 
1327). 

The message also announced that 
the House disagrees to the amendment 
of the Senate to the bill <H.R. 2470) to 
amend title XVIII of the Social Secu
rity Act to provide protection against 
catastrophic medical expenses under 
the Medicare Program, and for other 
purposes; it asks a conference with the 
Senate on the disagreeing votes of the 
two Houses thereon, and appoints the 
following as managers of the confer
ence on the part of the House: 

From the Committee on Ways and 
Means, for consideration of titles I, II, 
and IV of the House bill, and the 
entire Senate amendment <except for 
sections 14, 14A, 14B, 14C, 19, 20, and 
25 ), and modifications committed to 
conference: Mr. ROSTENKOWSKI, Mr. 
STARK, Mr. DONNELLY, Mr. DUNCAN, 
and Mr. GRADISON. 

From the Committee on Energy and 
Commerce, for consideration of titles 
II, III, and IV of the House bill, and 
the Senate amendment <except for 
sections 2, 3, 12, and 18(a)), and for 
section 6 of the Senate amendment in
sofar as consideration of such section 
entails changes in eligibility require
ments to participate in part B of the 
Medicare Program, and modifications 
committed to conference: Mr. DINGELL, 
Mr. WAXMAN, Mr. WYDEN, Mr. LENT, 
and Mr. MADIGAN, except that, for con
sideration of section 204 of the House 
bill and section 7 of the Senate amend
ment, Mr. BILIRAKIS is appointed, vice 
Mr. MADIGAN. 

Appointed as additional conferees 
from the Committee on Education and 
Labor, for consideration of section 21 
of the Senate amendment, and modifi
cations committed to conference: Mr. 
HAWKINS, Mr. CLAY, and Mr. JEFFORDS. 

The message further announced · 
that the House agrees to the amend
ment of the Senate to the text of the 
bill <H.R. 2689) to amend the Arms 
Control and Disarmament Act to au
thorize appropriations for fiscal years 
1988 and 1989 for the Arms Control 
and Disarmament Agency, and for 
other purposes, with an amendment, 
in which it requests the concurrence 
of the Senate; and that the House dis
agrees to the amendment of the 
Senate to the title of the bill. 

ENROLLED BILLS SIGNED 

At 6:28 p.m., a message from the 
House of Representatives, delivered by 
Mr. Berry, one of its reading clerks, 
announced that the Speaker has 
signed the following enrolled bills: 

S. 649. An act to amend the Reclamation 
Authorization Act of 1976 (90 Stat. 1324, 
1327>; and 

H.R. 3319. An Act for the relief of Susan 
A. Sampeck. 

The enrolled bills were subsequently 
signed by the President pro tempore 
[Mr. STENNIS]. 

EXECUTIVE AND OTHER 
COMMUNICATIONS 

The following communications were 
laid before the Senate, together with 
accompanying papers, reports, and 
documents, which were ref erred as in
dicated: 

EC-2269. A communication from the Sec
retary of Agriculture, transmitting, pursu
ant to law, a report on the status of the De
partment of Agriculture's efforts to carry 
out a pilot barter program under Section 
416(d) of the Agricultural Act of 1949, as 
amended by Section 1129 of the Food Secu
rity Act of 1985 <Section 416<d»; to the 
Committee on Agriculture, Nutrition and 
Forestry. 

EC-2270. A communication from the Di
rector, Office of Management and Budget, 
transmitting, pursuant to law, a report on 
the reapportionment of certain appropri
ated funds for Radio Free Europe/Radio 
Liberty Inc.; to the Committee on Appro
priations. 

EC-2271. A communication from the 
Chairman, Securities and Exchange Com
mission, transmitting, pursuant to law, a 
draft of proposed legislation to amend the 
Trust Indenture Act of 1939; to the Commit
tee on Banking, Housing, and Urban Affairs. 

EC-2272. A communication from the Di
rector of the National Park Service, Depart
ment of the Interior, transmitting, pursuant 
to law, a report of the National Park Service 
on the second Federal Lands Cleanup Day; 
to the Committee on Energy and Natural 
Resources. 

EC-2273. A communication from the 
Deputy Associate Director for Collection 
and Disbursement, Department of the Inte
rior, transmitting, pursuant to law, a report 
regarding the refunds of offshore lease reve
nues where a refund or recoupment is ap
propriate; to the Committee on Energy and 
Natural Resources. 

EC-2274. A communication from the 
Deputy Associate Director for Collection 
and Disbursement, Department of the Inte
rior, transmitting, pursuant to law, a report 
regarding the refunds of offshore lease reve
nues where a refund or recoupment is ap
propriate; to the Committee on Energy and 
Natural Resources. 

EC-2275. A communication from the 
Deputy Associate Director for Collection 
and Disbursement, Department of the Inte
rior, transmitting, pursuant to law, a report 
regarding the refunds of offshore lease reve
nues where a refund or recoupment is ap
propriate; to the Committee on Energy and 
Natural Resources. 

EC-2276. A communication from the 
Deputy Associate Director for Collection 
and Disbursement, Department of the Inte
rior, transmitting, pursuant to law, a report 
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regarding the refunds of offshore lease reve
nues where a refund or recoupment is ap
propriate; to the Committee on Energy and 
Natural Resources. 

EC-2277. A communication from the 
Deputy Associate Director for Collection 
and Disbursement, Department of the Inte
rior, transmitting, pursuant to law, a report 
regarding the refunds of offshore lease reve
nues where a refund or· recoupment is ap
propriate; to the Committee on Energy and 
Natural Resources. · 

EC-2278. A communication from the As· 
sistant Legal Advisor for Treaty Affairs, De
partment of State, transmitting, pursuant 
to law, a report on international agreements 
other than treaties entered into by the 
United States; to the Committee on Foreign 
Relations. 

EC-2279. A communication from the Sec
retary of Health and Human Services, trans
mitting, pursuant to law, a report entitled 
"DEFRA Report to Congress on Pacemaker 
Surgeries;" to the Committee on Finance. 

EC-2280. A communication from the Sec
retary of Commerce, transmitting, pursuant 
to law, the semiannual report of the Office 
of Inspector General, U.S. Department of 
Agriculture; to the Committee on Govern
mental Affairs. 

EC-2281. A communication from the 
Deputy Assistant to the President and Di
rector, Office of Administration, transmit
ting, pursuant to law, a report concerning 
personnel employed in the White House 
Office, the Executive Residence at the 
White House, the Office of the Vice Presi· 
dent, the Office of Policy Development (Do
mestic Policy Staff), and the Office of Ad· 
ministration; to the Committee on Govern
mental Affairs. 

EC-2282. A communication from the Sec
retary of Defense, transmitting, pursuant to 
law, the Semiannual Report on Audit, In
spection, and Investigative Operation in the 
Department of Defense which covers the 6-
month period ending September 30, 1987; to 
the Committee on Governmental Affairs. 

PETITIONS AND MEMORIALS 
The following petitions and memori

als were laid before the Senate and 
were ref erred or ordered to lie on the 
table as indicated: 

POM-361. A joint resolution adopted by 
the Second Olbiil Era Kelulau; to the Com
mittee on Appropriations. 

"S.J. RES. No. 2-114 
"Whereas, on the 2nd day of April, 1947 

the United Nations Security Council unani
mously approved the Trusteeship Agree
ment for the former Japanese mandated is
lands and said Trusteeship Agreement was 
further approved by the Congress of the 
United States on the 18th day of July, 1947; 
and 

"Whereas, said Trusteeship Agreement, 
pursuant to Article 76(b) of the United Na
tions Charter, set forth under Article 6 re
quirements that the United States as ad
ministering authority promote the economic 
advancement and self sufficiency of the in
habitants and protect the rights and funda
mental freedoms of all elements of the pop
ulation without discrimination; and 

"Whereas, by virtue of the Covenant be
tween the United States of America and the 
people of the Commonwealth of the North
ern Mariana Islands certain provisions of 
United States civil rights laws became appli
cable to said Commonwealth on January 9, 
1978; and 

"Whereas, after that date the Trust Terri
tory Government which was established by 
the administering authority employed vari· 
ous Micronesians within the Common
wealth; and 

"Whereas, the Trust Territory Govern
ment, during and after January 9, 1978, es
tablished and maintained three separate 
pay scales for Micronesians, Third Country 
Nationals and Americans or persons of Eu
ropean stock; and 

"Whereas, said pay scales provided that 
Micronesians would earn approximately one 
half of their American or European coun
terparts although having the same qualifi
cations, being employed in the same job and 
doing the same work; and 

"Whereas, certain Micronesians who were 
so employed maintained a legal action in 
the United States District Court for the 
Northern Mariana Islands, styled Temengil, 
et al., v. Government of the Trust Territory, 
et al., <DCNMI Civil Action No. 81-0006), 
which was brought to stop such discritµina
tory practices and obtain damages based 
upon the discrepancy in pay set forth above; 
and 

"Whereas, the Government of the Trust 
Territory and the United States have admit
ted during the course of these proceedings 
that the difference in pay as set forth in 
said pay scales was done intentionally and 
purposefully; and 

"Whereas, the United States District 
Court has entered its judgment finding 
facial discrimination existed against plain
tiffs in the practices of the Trust Territory 
Government and has entered an award in 
excess of $20,000,000.00; and 

"Whereas, said lawsuit has been certified 
as a class action and now covers in excess of 
Nine Hundred Micronesians throughout Mi
cronesia of whom many are citizens of the 
Republic of Palau; and 

"Whereas, defendant Trust Territory and 
United States have evidenced their inten
tion to appeal the award of the United 
States District Court, which will further 
extend litigation for another two years, ag
gravating the negative feelings and adding 
to the costs; and 

"Whereas, said appeal will be based upon 
procedural and jurisdictional matters, none 
of which may apply to the Trust Territory 
Government in the future, since the United 
States will no longer be administering the 
Trust Territory and will have effectively 
dismantled the Government, thus making 
the appeal an exercise for lawyers; and 

"Whereas, the Trust Territory Govern
ment and the United States Government 
have conceded and stipulated to their con
duct and thus the ethical and moral correct
ness of the District Court's decision cannot 
be doubted; and 

"Whereas, the appropriation by the 
United States Congress of sufficient funds 
to satisfy the judgment in this case and 
other expeditious action to fairly and final
ly resolve this matter would allow the Trust 
Territory to be concluded on a harmonious 
note and be a benevolent gesture towards 
the new Micronesian nations which have en
tered into close and mutually beneficial alli
ances with the United States: Now, there
fore, be it 

"Resolved by the Senate of the Second 
Olbiil Era Kelulau, Twelfth Regular Session, 
1987 (the House of Delegates concurring), 
the United States Congress is hereby re
quested to appropriate sufficient funds to 
satisfy the judgement of the District Court 
of the Northern Marianas in Civil Action 
No. 81-0006; and be it further 

"Resolved, That the President of the 
United States, the President of the Senate 
and Majority Leader of the Senate and the 
Speaker of the House are hereby requested 
to assist in the fair and expeditious resolu
tion of this matter; and be it further 

"ResolVed, That certified copies of this 
joint resolution be transmitted to the Presi
dent of the United States, to the Presiding 
Officers of the United States Senate, to the 
Speaker of the United States House of Rep
resentatives, to the United States Secretary 
of the Interior, to the President of the Re
public of Palau, to the President of the 
Senate and the Speaker of the House of 
Delegates of the Second Olbiil Era Kelulau, 
to Chairman Ron de Lugo of the Subcom
mittee on Insular and International Affairs 
of the United States House of Representa
tives, to the President of the Federated 
States of Micronesia, to the Speaker of the 
Congress of the Federated States of Micro
nesia, to the Governor of the Common
wealth of the Northern Mariana Islands, to 
the Speaker of the Commonwealth of the 
Northern Mariana Islands House of Repre
sentatives, to the President of the Senate of 
the Commonwealth of the Northern Mari
ana Islands, to the President of the Repub
lic of the Marshall Islands, and to the 
Speaker of the Republic of the Marshall Is
lands Nitijella." 

POM-362. A joint resolution adopted by 
the Legislature of the State of Maine; to the 
Committee on Commerce, Science, and 
Transportation: 

"RESOLUTION 

"We, your Memorialists, the Senate and 
the House of Representatives of the State 
of Maine in the Second Special Session of 
the 113th Legislature, now assembled, most 
respectfully present and petition the Con
gress of the United States, as follows: 

"Whereas, the Maine Legislature enacted 
1985 Public Law, chapter 813, which estab
lished the Legislative Task Force on Rail
roads and charged the task force with iden
tifying the most effective role for the State 
in retaining and enhancing rail transporta
tion in Maine; and 

"Whereas, the Legislative Task Force on 
Railroads has learned that the Federal Rail 
Administration has chosen to eliminate 
their Bangor, Maine Office and move their 
only Maine-based track inspector to their 
regional office, in Cambridge, Massachu
setts; and 

"Whereas, during the deliberations of the 
task force it was found that there are no 
rules or regulations enforceable by any state 
or federal agency that establish basic stand
ards of sanitation on rolling stock in which 
railroad employees work; and 

"Whereas, the Congress of the United 
States is currently considering proposed 
amendments to the Railroad Safety Act of 
1970; now, therefore, be it 

"Resolved, That We, your Memorialists, 
do hereby respectfully urge and request the 
Congress of the United States to vote to re
instate the Bangor, Maine Office of the 
Federal Rail Administration, to staff this 
office with motive power and equipment 
and hazardous-material experienced person
nel in addition to the current track inspec
tor, and to improve railroad occupational 
safety and health conditions; and be it fur
ther 

"Resolved, That a duly authenticated copy 
of this resolution be immediately submitted 
by the Secretary of State to the Honorable 
Ronald W. Reagan, President of the United 
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States, the Honorable George Bush, Presi
dent of the Senate, and the Honorable Jim 
Wright, Speaker of the House of Represent
atives of the Congress of the United States, 
and to the members of the United States 
Senate and the United States House of Rep
resentatives from the State of Maine." 

POM-363. A resolution adopted by the 
Tennessee Association of Alpha Phi Alpha 
Fraternity, Inc., relative to acid rain legisla
tion; to the Committee on Environment and 
Public Works. 

POM-364. A resolution adopted by the 
Legislature of the State of California rela
tive to the Republic of Korea; to the Com
mittee on Foreign Relations. 

"S. CON. RES. 6 
"Whereas, The friendship and commerce 

program in the form of the sister city con
cept was inaugurated by the President of 
the United States in 1956 to establish great
er friendship and understanding between 
the people of the United States and other 
nations through the medium of direct per
sonal contact; and 

"Whereas, All succeeding United States 
Presidents have endorsed this program con
ducted for the broad purpose of exchanging 
ideas between the citizens of this state, the 
United States, and the people of other na
tions; and 

"Whereas, The people of the Republic of 
Korea, like the people of this state and the 
United States, generally, have overcome 
great adversity and have built a successful, 
prosperous, free economy; and 

"Whereas, The Republic of Korea has 
been one of the most faithful allies of the 
United States since 1948; and 

"Whereas, Strong commercial ties now 
exist between the citizens of the Republic of 
Korea and the citizens of this state; and 

"Whereas, The people-to-people program 
initiated by President Eisenhower in 1956 
and endorsed by President Kennedy in 1961 
was designed to bring the people of the 
world closer together in the interests of 
peace and prosperity; and 

"Whereas, A friendship and commerce re
lationship between the Republic of Korea 
and California is in the best interest of a co
operative and mutually beneficial relation
ship for the people of the two geo-political 
entities involved; now, therefore, be it 

"Resolved by the Senate of the State of 
California, the Assembly thereof concurring, 
That the Legislature, on behalf of the 
people of the State of California, extends to 
the people of the Republic of Korea, and in
vitation to join California in a friendship 
and commerce relationship and to conduct 
mutually beneficial social, economic, educa
tional, and cultural programs in order to 
bring our citizens closer together and 
strengthen international understanding and 
goodwill; and be it further 

· "Resolved, That the Secretary of the 
Senate transmit copies of this resolution to 
the Prime Minister of the Republic of 
Korea, the Speaker of the National Asssem
bly, the Mayor of Seoul, Republic of Korea, 
George Deukmejian, Governor of Califor
nia, each Member of Congress from the 
State of California and to the presiding offi
cers of the legislative houses of the other 
states of the Union." 

POM-365. A petition from the officers and 
members of Zone Temple # 86, Pythian Sis
ters of Sandusky, Ohio, favoring legislation 
to declare October 16-23, 1988 as "National 
Pythian Sisters Week"; to the Committee 
on the Judiciary. 

POM-366. A resolution adopted by the 
City Council of Detroit, Michigan opposing 
any effort by any level or agency of govern
ment to subvert the rights of working men 
and women by interfering with and/or 
taking over any labor organization that is a 
part of this Country's free trade union 
movement; to the Committee on Labor and 
Human Resources. 

REPORTS OF COMMITTEES 
The following reports of committees 

were submitted: 
By Mr. BENTSEN, from the Committee 

on Finance: 
Special report entitled "Finance Commit

tee Allocation of Budget Totals-Fiscal 
Year 1988" <Rept. No. 100-252). 

By Mr. BIDEN, from the Committee on 
the Judiciary, without amendment: 

H.R. 526. A bill for the relief of Kumari 
Rajlakshmi Bais. 

H.R. 1191. A bill for the relief of Maria 
Helena Vas and Jose Maria Vas. 

H.R. 1390. A bill for the relief of Chu Pei 
Yun <Zhu Bei Yun>. 

H.R. 1863. A bill for the relief of Helen 
Ying-Yu Lin. 

INTRODUCTION OF BILLS AND 
JOINT RESOLUTIONS 

The following bills and joint resolu
tions were introduced, read the first 
and second time by unanimous con
sent, and ref erred as indicated: 

By Mr. METZENBAUM (for himself, 
Mr. DODD, and Mr. WEICKER): 

S. 1938. A bill to establish a commission to 
investigate Federal involvement with the 
immigration of Nazi collaborators; to the 
Committee on the Judiciary. 

By Mr. GARN <for himself, Mr. 
GLENN, Mr. BENTSEN, Mr. CHILES, 
Mr. DANFORTH, Mr. Donn, Mr. DOLE, 
Mr. GRAHAM, Mr. HATCH, Mr. HEFLIN, 
Mr. HOLLINGS, Mr. INOUYE, Ms. MI
KULSKI, Mr. MURKOWSKI, Mr. PRES
SLER, Mr. RIEGLE, Mr. STAFFORD, Mr. 
STENNIS, and Mr. SYMMs): 

S. 1939. A bill to grant a Federal charter 
to the Challenger Center, and for other pur
poses; to the Committee on the Judiciary. 

By Mr. MOYNIHAN <for himself and 
Mr. DANFORTH): 

S. 1940. A bill to amend the Internal Reve
nue Code of 1986 to remove certain limita
tions on charitable contributions of certain 
items; to the Committee on Finance. 

SUBMISSION OF CONCURRENT 
AND SENATE RESOLUTIONS 

The following concurrent resolutions 
and Senate resolutions were read, and 
referred <or acted upon), as indicated: 

By Mr. DOMENIC! (for himself, Mr. 
BINGAMAN, Mr. FORD, Mr. GARN, Mr. 
SIMPSON, Mr. McCLURE, and Mr. 
DECONCINI): 

S. Res. 341. A resolution to permit amend
ments to bills implementing trade agree
ments under section 151Cd) of the Trade Act 
of 1974 if such amendments relate to the do
mestic or foreign commerce of the United 
States in uranium, and for other purposes; 
to the Committee on Finance. 

STATEMENTS ON INTRODUCED 
BILLS AND JOINT RESOLUTIONS 

By Mr. METZENBAUM <for 
himself, Mr. DODD, and Mr. 
WEICKER): 

S. 1938. A bill to establish a Commis
sion to Investigate Federal Involve
ment With the Immigration of Nazi 
Collaborators; to the Committee on 
the Judiciary. 
COMMISSION TO INVESTIGATE FEDERAL INVOLVE

MENT WITH THE IMMIGRATION OF NAZI COL
LABORATORS ACT 

e Mr. METZENBAUM. Mr. President, 
today I am introducing legislation to 
establish a commission to investigate 
Federal involvement with the 'immi
gration of Nazis and Nazi collabora
tors. 

For too long, there have been re
ports of Federal agents aiding Nazis 
and axis collaborators in their at
tempts to escape to the United States 
and other parts of the world. It has 
been widely rumored that many Nazis 
were used by the Federal Government 
for their scientific and technical ex
pertise and that others were used in 
United States campaigns against com
munism in Europe. Further, there has 
been increasing evidence that certain 
Federal agents and agencies had a 
hand in hiding the pasts of certain 
Nazis and Nazi collaborators during 
the years following World War II. 

Unfortunately, there have never 
been any clear answers in this contro
versy. In 1982, the House Judiciary 
Committee ordered the GAO to study 
these allegations, but after 3 years, 
the Comptroller General came back 
with a highly inconclusive report. In 
the report he stated: "It is highly un
likely that any widespread conspiracy 
has existed in Federal agencies." How
ever, the report went on to say that 
GAO "cannot absolutely rule out the 
possibility of • • • deliberate obstruc
tion of investigations of some alleged 
Nazi war criminals." For some reason, 
GAO would not, or could not, clearly 
indicate the full extent of Federal in
volvement in these activities. 

Most recently, in the trial of Klaus 
Barbie, we have been painfully re
minded of the United States govern
ment's efforts to aid Nazis during the 
years immediately following World 
War II. The Federal Government 
helped Barbie, and other Nazis, flee 
Europe and relocate in South America 
and the United States. In theory, 
these actions were taken in order to 
keep these Nazis from aiding Commu
nists and the Soviet Union. In reality, 
these actions represent the execution 
of painfully flawed policies, and are 
unforgivable excuses for aiding the 
most heinous criminal of the time. 

We cannot allow the facts surround
ing this untold chapter in history to 
lie uncovered. As painful and damag
ing as the facts may be, we can no 
longer allow them to remain hidden. 
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George Santayana. a Spanish writer 
and philosopher who lived in the 
United States. wrote: "Those who 
cannot remember the past are con
demned to repeat it." This is one chap
ter in history that we cannot allow to 
be repeated. 

Mr. President, we cannot allow these 
questions to remain unanswered. The 
legislation I am introducing will au
thorize the establishment of a commis
sion to investigate Federal involve
ment with the immigration of Nazis. 
The commission will be composed of 
nine members. chosen by the Congress 
and the President. It will have full 
subpoena activity so that it can get to 
the truth behind this matter. The 
commission would issue a report 
within 18 months. describing the full 
extent of Federal involvement with 
the immigration of Nazis. 

This measure will enable us to learn 
the facts. I urge my colleagues to sup
port it. 

I ask unanimous consent that the 
text of my bill be printed at this point 
in the RECORD. 

There being no objection, the bill 
was ordered to be printed in the 
RECORD, as follows: 

s. 1938 
Be it enacted by the Senate and House of 

Representatives of the United States of 
America in Congress assembled, 
SECTION 1. SHORT TITLE. 

This Act may be cited as the "Commission 
To Investigate Federal Involvement With 
the Immigration of Nazi Collaborators Act". 
SEC. 2. ESTABLISHMENT OF COMMISSION. 

<a> IN GENERAL.-There is established a 
commission to be known as the Commission 
To Investigate Federal Involvement With 
the Immigration of Nazi Collaborators 
<hereinafter in this Act referred to as the 
"Commission"). 

Cb) MnmERs.-Cl) The Commission shall 
be composed of nine members, who shall be 
appointed within ninety days after the date 
of the enactment of this Act, as follows: 

<A> Three to be appointed by the Presi
dent. 

<B> Three members to be appointed by the 
President from a list transmitted by the 
Speaker of the House of Representatives. 

<C> Three members to be appointed by the 
President from a list transmitted by the ma
jority leader of the Senate. 

(2) Each list transmitted under paragraph 
< 1 > shall contain the names of at least six in
dividuals. In preparing such lists the Speak
er of the House of Representatives shall 
consult with the minority leader in the 
House of Representatives and the majority 
leader of the Senate shall consult with the 
minority leader in the Senate. 

<3> No individual who is an officer or em
ployee of the Federal Government is eligible 
to serve as a member of the Commission. 

(C) TERMS AND VACANCY.-Members shall 
be appointed for the life of the Commission. 
Any vacancy occurring in the membership 
of the Commission shall not affect its 
powers and shall be filled in the same 
manner in which the original appointment 
was made. 

Cd) MEETING.-The first meeting of the 
Commission shall be called by the President 
within one hundred and twenty days after 
the date of the enactment of this Act, or 

within thirty days after the date on which 
legislation is enacted making appropriations 
to carry out this Act, whichever date is 
later. Thereafter, the Commission shall 
meet at the discretion of its Chairman or at 
the call of a majority of its members. 

Ce> QuoRUM.-Five members of the Com
mission shall constitute a quorum, but a 
lesser number may hold hearings. 

(f) CHAIRMAN.-The Commission shall 
elect a Chairman and Vice Chairman from 
among its members. The term of office of 
each shall be for the life of the Commission. 

(g) No COMPENSATION BUT TRAVEL Ex
PENSES.-No member of the Commission 
shall be paid any compensation by virtue of 
service performed as a member of the Com
mission. However, while away from their 
homes or regular places of business in the 
performance of services for the Commission, 
members of the Commission shall be al
lowed travel expenses, including per diem in 
lieu of subsistence, in the same manner as 
persons employed intermittently in the 
Government service are allowed expenses 
under section 5703 of title 5, United States 
Code. 
SEC. 3. DUTIES. 

(a) GENERAL INVESTIGATION.-The Commis
sion shall conduct a full and complete inves
tigation of any efforts by the Federal Gov
ernment to assist Nazi war criminals and 
Axis collaborators in , entering the United 
States, including any such efforts to conceal 
their backgrounds and any knowledge by 
Federal officials of their backgrounds. 

(b) SPECIFIC REVIEW.-ln particular, the 
Commission shall determine-

< 1> how many Nazi war criminals and Axis 
collaborators entered the United States 
with the assistance or knowledge of officials 
of the Federal Government, 

(2) the nature and extent of such assist
ance and knowledge, including the levels of 
the officials who provide that assistance or 
had such knowledge, and 

<3> the extent to which intelligence agen
cies of the Federal Government used decep
tion or violated the laws of the United 
States in bringing these individuals to the 
United States, and the extent to which 
these agencies provided false or misleading 
information to Congress concerning their 
activities in this respect. 

<c> REPORT.-The Commission shall 
submit a written report of its findings and 
recommendations to the President and the 
Congress as soon as practicable, but not 
later than eighteen months after the date 
of the first meeting of the Commission 
under section 2Cd>. Such report may include 
recommendations for such changes in law or 
regulations as may be required to safeguard 
against unlawful assistance in similar cases. 
SEC. 4. POWERS OF COMMISSION. 

(a) MEETINGS AND HEARINGS.-For purposes 
of carrying out this Act, the Commission or, 
on the authorization of the Commission, 
any subcommittee or member thereof, may 
hold such hearings, sit and act at such times 
and places, take such testimony, and receive 
such evidence as it considers appropriate. 

(b) OBTAINING INFORMATION FROM FEDERAL 
AGENCIES.-The Commission may secure di
rectly from any department or agency of 
the United States such information as the 
Commission may require to carry out its 
duties under this Act. Upon request of the 
Chairman of the Commission, the head of 
such department or agency shall furnish 
such information to the Commission. 

(C) SUBPOENAS.-Cl) In carrying out this 
Act, the Commission may require, by sub
poena or otherwise, the attendance and tes-

timony of such witnesses and production of 
any evidence that relates to any matter 
which the Commission has the authority to 
investigate. A subpoena may be authorized 
and issued by the Commission in the con
duct of its investigations only when author
ized by a majority of its members voting, a 
majority being present. Subpoenas may be 
issued over the signature of the Chairman 
of the Commission, or any member of the 
Commission designated by that Chairman. 
The Chairman of the Commission, and any 
member of the Commission designated by 
the Chairman, may administer oaths to any 
witness. 

(2) If a person issued a subpoena under 
paragraph < 1 > refuses to obey such subpoe
na or is guilty of contumacy, any court of 
the United States within the judicial district 
within which the hearing is conducted or 
within the judicial district within which 
such person is found or resides or transacts 
business may <upon application by the Com
mission> order such person to appear before 
the Commission to produce evidence or to 
give testimony relating to the matter under 
investigation. Any failure to obey such 
order of the court may be punished by such 
court as a contempt thereof. 

<3> The subpoenas of the Commission 
shall be served in the manner provided for 
subpoenas issued by a United States district 
court under the Federal Rules of Civil Pro
cedure for the United States district courts. 

<4> All process of any court to which appli
cation may be made under this section may 
be served in the judicial district in which 
the person required to be served resides or 
may be found. 

(5) The Commission is deemed to be an 
agency of the United States for the purpose 
of applying part V of title 18, United States 
Code <relating to immunity of witnesses> to 
proceedings before the Commission. 
SEC. 5. ADMINISTRATIVE PROVISIONS. 

<a> STAFF.-(1) The Commission may ap
point and fix the compensation of such per
sonnel as may be necessary, without regard 
to the provisions of title 5, United States 
Code, governing appointments in the com
petitive service, and without regard to the 
provisions of chapter 51 and subchapter III 
of chapter 53 of such title relating to classi
fication and General Schedule pay rates, 
except that the compensation of any em
ployee of the Commission may not exceed a 
rate equivalent to the rate payable under 
GS-18 of the General Schedule under sec
tion 5332 of such title. 

<2> Upon request of the Commission, the 
head of any Federal agency is authorized to 
detail to the Commission, on a reimbursable 
basis, any of the personnel of such agency 
to assist the Commission in carrying out its 
duties under this Act and such detail shall 
be without interruption or loss of civil serv
ice status or privilege. 

(b) USE OF EXPERTS AND CONSULTANTS.
The Commission may obtain the services of 
experts and consultants in accordance with 
the provisions of section 3109 of title 5, 
United States Code, but at rates for individ
uals not to exceed the daily equivalent of 
the minimum annual rate of basic pay pay
able for GS-16 of the General Schedule. 

(C) ADMINISTRATIVE SERVICES.-The Com
mission may enter into agreements with 
the Administrator of General Services for 
procurement of necessary financial and ad
ministrative services, for which payment 
shall be made by reimbursement from funds 
of the Commission in such amounts as may 
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be agreed upon by the Chairman of the 
Commission and the Administrator. 

Cd) SUPPLIEs.-The Commission may pro
cure supplies, services, and property by con
tract in accordance with the applicable laws 
and regulations and to the extent or in such 
amounts as are provided in advance in ap
propriations Acts. 

<e> GIFTS.-The Commission may accept, 
use, and dispose of gifts or donations of 
services or property. 
SEC. 6. TERMINATION OF COMMISSION. 

The Commission shall terminate ninety 
days after the date on which the report of 
the Commission is submitted to the Con
gress under section 3(c). 
SEC. 7. AUTHORIZATION OF APPROPRIATIONS; RE

STRICTION ON CONTRACT AUTHORITY. 
(a) AUTHORIZATION OF APPROPRIATIONS.

To carry out the provisions of this Act, 
there are authorized to be appropriated 
such sums as may be necessary. 

(b) RESTRICTION ON CONTRACT AUTHOR
ITY.-Any authority under this Act to enter 
into contracts shall be effective only to such 
extent or in such amounts as are provided in 
advance in appropriation Acts.e 

By Mr. GARN (for himself, Mr. GLENN, 
Mr. BENTSEN, Mr. CHILES, Mr. DANFORTH, 
Mr. Donn, Mr. DOLE, Mr. GRAHAM, Mr. 
HATCH, Mr. HEFLIN, Mr. HOLLINGS, Mr. 
INOUYE, Ms . . MIKULSKI, Mr. MURKOWSKI, 
Mr. PRESSLER, Mr. RIEGLE, Mr. STAFFORD, 
Mr. STENNIS, and Mr. SYMMs): 

S. 1939. A bill to grant a Federal 
charter to the Challenger Center, and 
for other purposes; to the Committee 
on the Judiciary. 
FEDERAL CHARTER FOR THE CHALLENGER CENTER 

Mr. GARN. Mr. President, in 1969, I 
was with my father when the Apollo 
crew made their "leap for mankind" 
on the surface of the Moon. As we 
watched the historic events unfold, my 
father began to weep. I asked him, 
"Dad, what's wrong?" He told me that 
he was thinking back to the day when 
his father had read him the account of 
the Wright brothers' first flight and 
the excitement and wonder he felt at 
that time. To think that we had come 
so far in one lifetime was an emotional 
event for the millions of Americans 
and others around the world who 
watched the Moon landing that 
night-and for my father in particular, 
who had been inspired by the Wright 
brothers to become one of Utah's pio
neer aviators. I have said in this 
Chamber before that I wish my father 
had been able to share in the experi
ence of my shuttle flight because he, 
as much as anyone I know, appreciat
ed and reveled in the progress we have 
made in space. 

This week marks the anniversary of 
that first flight at Kitty Hawk. It is an 
appropriate time for us to measure the 
progress we have made in these short 
80 years, to reflect on our accomplish
ments and def eats, on both the tri
umphs and the tragedies. However, 
most importantly, we need to focus on 
our future in space. We mustn't forget 
to dream of the possibilities that space 
offers us, and we in Congress mustn't 

forget our grave responsibility to turn 
those dreams into realities. 

As you will recall, Mr. President, last 
spring Senator GLENN and I, along 
with a number of our colleagues, intro
duced S. 407, legislation to grant a 
Federal charter to the Challenger 
Center for Space Science Education. S. 
407 includes a section to authorize up 
to $10 million for the purpose of as
sisting the Challenger Center in be
coming a national learning center. 
However, there are some procedural 
problems inherent in authorizing 
moneys on charter legislation. 

Therefore, today we will introduce 
new charter legislation that will in
clude no authorizing language. The 
new bill will be the same as S. 407, 
except that section 17, entitled "Au
thorization," will be deleted. 

Eighteen cosponsors of S. 407 have 
already joined as original cosponsors 
to the new chapter legislation. I am 
hopeful that other Senators will show 
their support for this project and add 
their names as cosponsors in the near 
future. Forty cosponsors are required 
in order to ensure Judiciary Commit
tee consideration of this bill. 

A Federal charter offers to an orga
nization the recognition and stature of 
being acknowledged by the Federal 
Government. The Boy Scouts and Girl 
Scouts of America, the U.S. Olympic 
Committee, the Future Farmers of 
America, and other worthy organiza
tions enjoy a Federal charter. The 
charter does not act as an endorse
ment, nor can the organization claim 
congressional approval or Federal 
Government authority for any of its 
activities, unless so authorized by Con
gress or the appropriate Federal au
thorities. 

Granting the Challenger Center a 
Federal charter will be a significant 
measure of our interest in supporting 
and promoting this worthy cause. 

As you know, following the shuttle 
accident, the families of the Challeng
er crew decided to establish a space 
education center called the Challenger 
Center. Their hope is that this center 
will continue the final mission of the 
Challenger and help to complete the 
dreams of those who flew her. 

Our intention is to make the Chal
lenger Center the Nation's principal 
commemorative effort in honor of the 
seven brave Americans who lost their 
lives when the space shuttle Challeng
er was destroyed on January 28, 1986. 
It will be a "living memorial" to the 
Challenger crewmembers. 

The center will provide the children 
and young people of the Nation with 
an opportunity to experience the sci
ences, especially the space sciences, at 
work. It will help teachers learn how 
to be more effective in teaching the 
concepts embodied in space science. 
And it will serve as a focal point to 
bring together the best talents, skills, 
and resources to continue to improve 

learning and teaching opportunities 
for generations to come. 

The center has made significant 
strides in establishing a Washington 
headquarters, as well as regional mis
sion sites and affiliated museums 
across the country. Over 10,000 indi
viduals have contributed in excess of 
$2 million, and the families and 
friends of the Challenger Center have 
traveled thousands of miles to commu
nicate the purpose of the Challenger 
Center and to garner valuable support 
for its programs. 

Congressman JACK BROOKS is intro
ducing companion legislation in the 
House of Representatives today to 
grant the center a Federal charter. We 
are hopeful that both bills will be 
given early consideration and passed 
in the near future. 

Mr. President, I ask unanimous con
sent the text of the bill be printed in 
the RECORD. 

There being no objection, the bill 
was ordered to be printed in the 
RECORD, as follows: 

s. 1939 
Be it enacted by the Senate and House of 

Representatives of the United States of 
America in Congress assembled, 
SECTION 1. CHARTER. 

The Challenger Center, a nonprofit corpo
ration organized under the laws of the State 
of Texas, is recognized as such and is grant
ed a Federal charter. 
SEC. 2. POWERS. 

The Challenger Center <hereinafter in 
this Act referred to as the "corporation") 
shall have only those powers granted to it 
through its bylaws and articles of incorpora
tion filed in the State in which it is incorpo
rated and subject to the laws of such State. 
SEC. 3. OWECTS AND PURPOSES OF CORPORATION. 

The objects and purposes of the corpora
tion are those provided in its articles of in
corporation and, for the purpose of perpet
uating the memories of the Members of the 
Crew of the space shuttle Challenger, who 
lost their lives on January 28, 1986, during 
the launch of flight 51-L, shall include-

< 1) building and maintaining a Challenger 
Center <referred to in this Act as "the 
Center"), to serve as a "living memorial" to 
the Challenger crewmembers; 

(2) developing within the Center a dynam
ic national learning center which shall serve 
as a model for the stimulation of interest in 
and the development of curricula and teach
ing aids for space science education and 
shall include scholarship and residential 
training programs for students and teach
ers; 

(3) providing within the Center "hands
on" learning experiences for children, in
cluding interactive exhibits, in areas which 
shall be free and open to the public; 

<4> developing and producing space science 
educational programs, to be made available 
for distribution through such media as na
tionwide cable broadcasts, in association 
with other entities involved in the dissemi
nation of information related to the sci
ences, such as the Smithsonian Institution; 
and 

<5> participating, in a spirit of cooperation 
and reciprocity, in programs with other soci
eties devoted to the expansion of space sci
ence education and the commemoration of 
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the significant achievements of America's 
space exploration programs. 
The corporation shall function as a space 
science education organization as author
ized by the laws of the State or States in 
which it is incorporated. 
SEC. 4. SERVICE OF PROCESS. 

With respect to service of process, the cor
poration shall comply with the laws of the 
State in which it is incorporated and those 
States in which it carries on its activities in 
furtherance of its corporate purposes. 
SEC. 5. ELIGIBILITY FOR MEMBERSHIP. 

Eligibility for membership in the corpora
tion and the rights and privileges of mem
bers of the corporation shall be as provided 
in the constitution and bylaws of the corpo
ration, except that terms of membership 
and requirements for holding office within 
the corporation shall not be discriminatory 
on the basis of race, color, religion, or na
tional origin. 
SEC. 6. BOARD OF DIRECTORS. 

The composition of the board of directors. 
of the corporation and the responsibilities 
of such board shall be as provided in the ar
ticles of incorporation of the corporation 
and in conformity with the laws of the 
State in which it is incorporated. 
SEC. 7. OFFICERS OF CORPORATION. 

The positions of officers of the corpora
tion and the election of members to such 
positions shall be as provided in the articles 
of incorporation of the corporation and in 
conformity with the laws of the State in 
which it is incorporated. 
SEC. 8. RESTRICTIONS ON CORPORATE POWER. 

(a) DISTRIBUTION OF INCOME OR ASSETS TO 
MEMBERS OR OFFICERS OF THE CORPORA
TION.-No part of the income or assets of 
the corporation shall inure to any member, 
officer, or director of the corporation or be 
distributed to any such person during the 
life of the corporation or upon its dissolu
tion or final liquidation. Nothing in this 
subsection shall be construed to prevent the 
payment of compensation to the officers of 
the corporation for services rendered to the 
corporation or to prevent their reimburse
ment for actual necessary expenses in 
amounts approved by the board of directors. 

(b) LoANS OR ADVANCES.-The corporation 
shall have no power to make loans or ad
vances to any member, officer, director, or 
employee of the corporation. 

(C) ISSUANCE OF STOCK OR PAYMENT OF 
DIVIDENDs.-The corporation shall have no 
power to issue any shares of stock or to de
clare or pay any dividends. 

(d) NONPOLITICAL NATURE OF THE CORPORA
TION.-0) The Corporation and its officers, 
employees, and agents acting as such shall 
have no power to contribute to, support, or 
otherwise participate in any political activi
ty or in any manner attempt to influence 
legislation. The provisions of this paragraph 
shall not preclude the corporation from re
sponding to Congressional requests for testi
mony regarding legislation dealing with the 
matters with the scope of the corporation's 
activities, or with respect to legislation af
fecting space science educational programs 
of the Federal Government. 

( 2) No officer or director of the corpora
tion, acting as such officer or director, may 
commit any act prohibited under paragraph 
< 1) of this subsection. 

(e) APPROVAL OF THE CONGRESS OR THE FED
ERAL GOVERNMENT.-The corporation shall 
have no power to claim congressional ap
proval or Federal Government authority for 
any of its activities, unless such approval or 
authorization is provided by action of the 

Congress or by the appropriate Federal offi
cials, in accordance with established laws 
and administrative procedures, or unless 
such activities are expressly within the 
scope of this Act. 
SEC. 9. LIABILITY. 

The corporation shall be liable for the 
acts of its officers and agents when they 
have acted within the scope of their author
ity. 
SEC. 10. BOOKS AND RECORDS; INSPECTION. 

The corporation shall keep correct and 
complete books and records of accounts and 
shall keep minutes of any proceeding involv
ing any of its members, the board of direc
tors, or any committee having authority 
under the board of directors. The corpora
tion shall keep at its principal office a 
record of the names and addresses of all 
members having the right to vote in any 
proceeding of the corporation. All books and 
records of the corporation may be inspected 
by any member, or any agent or attorney of 
such member, for any proper purpose, at 
any reasonable time. 
SEC. 11. AUDIT OF FINANCIAL TRANSACTIONS. 

The first section of the Act entitled "An 
Act to provide for audit of accounts of pri
vate corporations established under Federal 
law.", approved August 30, 1964 (78 Stat. 
636; 36 U.S.C. 1101>, is amended by adding 
at the end thereof the following: 

"(72) Challenger Center.". 
SEC. 12. ANNUAL REPORT. 

The corporation shall report annually to 
the Congress concerning the activities of 
the corporation during the preceding fiscal 
year. Such annual report shall be submitted 
at the same time as the report of the audit 
of the corporation required pursuant to sec
tion 2 of the Act entitled "An Act to provide 
for audit of accounts of private corporations 
established under Federal law.", approved 
August 30, 1964 (78 Stat. 636; 36 U.S.C. 
1102). The report shall not be printed in a 
public document. 
SEC. 13. RESERVATION OF RIGHT TO AMEND OR 

REPEAL CHARTER. 
The right to alter, amend, or repeal this 

Act is expressly reserved to the Congress. 
SEC. 14. DEFINITION OF "STATE". 

For purposes of this Act, the term "State" 
includes the District of Columbia, the Com
monwealth of Puerto Rico, the Common
wealth of the Northern Mariana Islands, 
and the territories and possessions of the 
United States. 
SEC.15. TAX-EXEMPT STATUS. 

The corporation shall maintain its status 
as an organization exempt from taxation as 
provided in the Internal Revenue Code of 
1954. 
SEC. 16. TERMINATION. 

If the corporation shall fail to comply 
with any of the restrictions or provisions of 
this Act, the charter granted by this Act 
shall expire. 

Mr. GLENN. Mr. President, I would 
like to rise in support of this bill. 

We now stand at a crossroads for the 
space program-we have moved 
beyond the tragedy of the Challenger 
accident, but have not yet stepped 
firmly toward a revitalized space pro
gram. 

Twenty-five years ago, America was 
at the cutting edge of space technolo
gy. We were firmly committed to ex
cellence in space and were prepared to 
do what was necessary to ensure that 
we remained at the forefront of the 

modern scientific revolution. Today, 
we need to commit ourselves to an
other quarter century of excellence, to 
see to it that we have what it takes to 
bring us triumphantly into the 21st 
century, and to ensure that our most 
precious resource, our children, have 
the educational opportunities to take 
full advantage of our technical ad
vances. 

We have before us an indication of 
the path we are choosing. The Chal
lenger Center for Space Science Edu
cation is well on the way to becoming 
reality. It is a place where the educa
tional mission of the Challenger can be 
continued, where young minds can be 
stimulated, and where future genera
tions can be encouraged to study sci
ence. Clearly, the center merits our 
full support. 

The Challenger Center is particular
ly exciting because it is not a statue 
that will be solemnly and passively 
viewed, then quickly forgotten. And it 
isn't simply a once-a-year observation 
of a tragic event. Instead, it is a living 
memorial expressing the goals and 
ideals of the Challenger crew, embody
ing the mission of the space shuttle 
Challenger, and furthering the educa
tion of our Nation's youth. Its success 
is not only an indication that the 
Challenger's educational mission will 
continue, but that the American 
people strongly support the space pro
gram. 

Almost as important as this is the 
fact that the Challenger Center for 
Space Science Education stands as a 
symbol for the two principles which 
made this country what it is today. 
First, it stands for education-perhaps 
the most fundamental strength of our 
Nation. Second, it represents our com
mitment to research and science, 
which has allowed us to continually 
push back our frontiers. Education 
and basic research have laid the 
groundwork for our society, and we 
need to do all we can to build upon 
that foundation. 

Today we do indeed stand at a cross
roads. We were brought here by the 
Challenger tragedy, and in many ways 
we can blame the accident for the 
space program's lost momentum. How
ever, we can also see now that we were 
full of complacency, a sense that we 
could continue to reap success because 
we had always done so-and that was 
very dangerous attitude to take. 

We are now confronted with a multi
tude of choices regarding the space 
program, but that is a good thing, for 
we can now choose to make America's 
excellence in space a national goal. 
The Challenger Center will help us 
make this positive choice, and we now 
have a firm commitment to the future. 

By Mr. MOYNIHAN (for himself 
and Mr. DANFORTH): 
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S. 1940. A bill to amend the Internal 
Revenue Code of 1986 to remove cer
tain limitations on charitable contri
butions of certain items; to the Com
mittee on Finance. 

NATIONAL HERITAGE RESOURCE ACT 

e Mr. MOYNIHAN. Mr. President, I 
rise today to introduce S. 1940, the Na
tional Heritage Resource Act, which 
will restore the ability of museums, 
public libraries, and research institu
tions in the United States to acquire 
major collections of original works by 
living artists, writers, composers, and 
scientists. I am joined by my distin
guished colleague from Missouri, Sen
ator DANFORTH. The National Heritage 
Resource Act will ensure that our Na
tion's cultural heritage will be pre
served and made available in our li
braries, museums and universities for 
public enjoyment and for scholarly re
search. Companion legislation has al
ready been introduced in the House of 
Representatives by Representative 
THOMAS J. DOWNEY. 

The National Heritage Resource Act 
will repeal a change made to the Tax 
Code in 1969, which has had a perni
cious effect on the efforts of public 
nonprofit and governmental institu
tions to preserve our cultural heritage. 
The 1969 change specifically denied to 
living scientists, painters, authors, 
poets, composers, and other creative 
artists a tax deduction for the fair 
market value of self-created works or 
papers that they personally donate to 
a museum, library, or research institu
tion. Such individuals may only deduct 
the cost of materials used to produce 
the donated property-the paint and 
canvas, paper and ink, or the like. As a 
result, the tax incentive for donations 
of artistic or literary property by its 
creators to public nonprofit or govern
mental institutions has been virtually 
eliminated. By contrast, a purchaser 
of a painting or original manuscript 
who subsequently donates the proper
ty receives a full fair market value de
duction for the gift. 

The impact of the 1969 change on 
the preservation of our cultural herit
age for public enjoyment has been 
hurtful in the extreme. The removal 
of the tax incentive for donations by 
original producers has meant that cre
ative works and manuscripts now 
almost invariably go into the commer
cial market, either here or abroad. Ac
cording to Dr. Daniel J. Boorstin, Li
brarian of Congress Emeritus, the Li
brary of Congress was receiving manu
script collections totaling nearly 
200,000 manuscripts each year prior to 
1969. Since that time, the Library has 
received only one major gift of self
created material of a living author. 
The Library of Congress' Music Divi
sion has been similarly affected: it re
ceived 1,200 manuscripts between 1963 
and 1970, and only 30 manuscripts in 
the decade after that. 

The loss of the Igor Stravinsky 
manuscripts illustrates the problem in 
painful detail. In 1962, the great com
poser began to donate his manuscripts 
to the Library of Congress on a sys
tematic basis. Two were given in that 
year, two in 1963, nine in 1964, four in 
1965, and so on. By 1969, Dr. Boorstin 
has written, Stravinsky, then in his 
late eighties, initiated discussions with 
the chief of the Library's Music Divi
sion concerning the disposition of the 
entire body of his works. But the tax 
changes of that year brought the proc
ess to a halt, and the Stravinsky 
manuscript collection is now in the 
hands of a private foundation in Swit
zerland. 

The experience of libraries and mu
seums around the country has been 
similar. In New York State, New York 
University reports a decline in dona
tions by authors and artists of be
tween 80 and 90 percent since 1969; 
the New York State Library estimates 
a similar reduction in gifts of manu
scripts. The Museum of Modern Art in 
New York City received donations of 
52 works from creators in the 3 years 
before the provision went into effect, 
but only 15 works since 1972. 

The long-term effects of the 1969 
amendment have been a concern for 
some time. In 1981, a Presidential 
Task Force on the Arts and Human
ities recommended repealing the 1969 
provision, and the Senate Finance 
Committee approved a measure to do 
so in 1982, though the provision was 
not enacted into law. Both Senator 
BAucus and I have introduced legisla
tion in recent years with the same 
aim. The decline in creator donations, 
and the toll on our cultural heritage, 
continues. The need for remedial 
action remains urgent. 

The legislation I introduce today 
would restore the full fair market 
value deduction for creators of liter
ary, musical, and artistic properties, 
restoring to them the same tax treat
ment as that given a purchaser or col
lector of such property who donates. 
This will help to restore the past prac
tice of direct donations to institutions 
by creators themselves, increasing the 
odds that their works and papers will 
be widely available for the enjoyment 
and edification of the many-not pri
vately held for the more fortunate 
few. This change will also foster the 
ability of the individual artist, author, 
or composer to determine which insti
tution would most benefit from receiv
ing a work-an important factor in en
suring the quality and integrity of col
lections, as noted by the Presidential 
Task Force on the Arts and Human
ities. 

The legislation I introduce today 
contains specific safeguards against 
abuse by donors. The bill requires that 
works for which a deduction are taken 
be in existence for at least 1 year 
before the work is donated to discour-

age tax-inspired creations. Also, 
donors must obtain a written appraisal 
of the fair market value of the donat
ed work, and file it with their return. 
The appraisal must include evidence 
of the extent to which the works of 
the donor are owned, maintained, or 
displayed by museums, libraries, re
search facilities, or similar institu
tions. Finally, the receiving institution 
must use the donated property in a 
manner related to its tax-exempt pur
pose. 

The legislation also addresses a key 
concern that motiviated the 1969 legis
lation: tax write-offs for the donation 
of papers by public officials. The bill 
contains a flat prohibition on the use 
of the deduction for the donation of 
any letter, memorandum, or similar 
property written by or for an individ
ual in furtherance of official duties 
while such individual was an officer or 
employee of the United States or any 
State or locality. 

In this regard, it seems to me time 
that we be open about the origins of 
the 1969 legislation. You will imagine 
that it was not written into the Tax 
Code for the purpose of depriving the 
Library of Congress of the Stravinsky 
manuscripts. It was inserted in the 
Tax Reform Act of 1969 with the spe
cific intent of denying a tax deduction 
to former President Lyndon B. John
son and former Vice President Hubert 
H. Humphrey. Each was then retired
or so it was thought. Senator Hum
phrey of course gloriously returned to 
our ranks. One Senator sought to 
punish, in their political eclipse, two 
great public men who had been unas
sailable at the apogee of their influ
ence and strength. But the legislation 
went far beyond its original narrow 
intent, catching in its net the entire 
creative community. A matter of indif
ference · to its sponsor, perhaps, but 
hardly to us. A full political genera
tion later, it is time for remedy. 

Mr. President, this legislation will 
restore some incentive for our Nation's 
artists, poets, authors, composers, and 
scientists to favor public institutions 
over the commercial market when it 
comes to the disposition of their works 
and papers. The public good is the ul
timate beneficiary. This legislation 
helps to preserve the record of Ameri
can civilization-our national herit
age-by encouraging its deposit in the 
institutions most competent to pre
serve it and insure access to all. The 
need is great, and I urge my colleagues 
to join me in support of this important 
legislation. 

Mr. President, I ask unanimous con
sent that the text of the bill be print
ed in the RECORD. 

There being no objection, the bill 
was ordered to be printed in the 
RECORD, as follows: 
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Be it enacted by the Senate and House of 
Representatives of the United States of 
America in Congress assembled, 
SEcrION I. CHARITABLE CONTRIBUTIONS OF CER

TAIN ITEMS CREATED BY THE TAX
PAYER. 

Subsection <e> of section 170 of the Inter
nal Revenue Code of 1986 <relating to cer
tain contributions of ordinary income and 
capital gain property) is amended by adding 
at the end thereof the following new para
graph: 

"(6) SPECIAL RULE FOR CERTAIN CONTRIBU
TIONS OF LITERARY, MUSICAL, OR ARTISTIC 
COMPOSITIONS.-

"(A) IN GENERAL.-ln the case of a quali
fied artistic charitable contribution-

"(i) the amount of such contribution shall 
be the fair market value of the property 
contributed <determined at the time of such 
contribution), and 

"(ii) no reduction in the amount of such 
contribution shall be made under subpara
graph <A> or <B> of paragraph (1). 

"(B) QUALIFIED ARTISTIC CHARITABLE CON
TRIBUTION.-For purposes of this paragraph, 
the term 'qualified artistic charitable contri
bution' means a charitable contribution of 
any literary, music, artistic or scholarly 
composition, any letter or memorandum, or 
similar property, but only if-

"(i) such property was created by the per
sonal efforts of the taxpayer making such 
contribution no less than 1 year prior to 
such contribution, 

"(ii) the taxpayer-
"(!) has received a written appraisal of the 

fair market value of such property by a 
person qualified to make such appraisal 
Cother than the taxpayer, donee, or any re
lated person <within the meaning of section 
465(b)(3)(C)) which is made within 1 year of 
the date of such contribution, 

"<ID attaches to the taxpayer's income 
tax return for the taxable year in which 
such contribution was made a copy of such 
appraisal, and 

"(Ill) the appraisal takes into account but 
is not limited to the factors described in 
clause <vi>, 

"(iii) the donee is an organization de
scribed in subparagraph <A> of subsection 
(b)(l), 

"(iv) the use of such property by the 
donee is related to the purpose or function 
constituting the basis for the donee's ex
emption under section 501 <or, in the case of 
a governmental unit, to any purpose or 
function described under subsection Cc)), 

"Cv> the taxpayer receives from the donee 
a written statement representing that the 
donee's use of the property will be in ac
cordance with the provisions of clause (iv), 
and 

"(vi) the written appraisal referred to in 
clause cm includes evidence of the extent to 
which property created by the personal ef
forts of the taxpayer is or has been-

"CI> owned, maintained, or displayed by 
organizations described in subparagraph <A> 
of subsection (b)<l), and 

"<ID sold to or exchanged by persons 
other than the taxpayer, donee, or any re
lated person <within the meaning of section 
465Cb)(3)CC)). 

"(C) MAXIMUM DOLLAR LIMITATION.-The 
aggregate amount of qualified artistic chari
table contributions allowable to any taxpay
er as a deduction under subsection <a> for 
any taxable year shall not exceed the artis
tic adjusted gross income of the taxpayer 
for such taxable year. 

"(D) ARTISTIC ADJUSTED GROSS INCOME.
For purposes of this paragraph, the term 
'artistic adjusted gross income' means that 
portion of the adjusted gross income of the 
taxpayer for the taxable year attributable 
to-

"(i) income with respect to the type of 
property described in subparagraph CB> that 
is created by the taxpayer, and 

"(ii) income from teaching, lecturing, per
forming, or similar activity with respect to 
such property or to similar property created 
by individuals other than the taxpayer. 

"(E) PARAGRAPH NOT TO APPLY TO CERTAIN 
CONTRIBUTIONS BY PUBLIC OFFICIALS.-Sub
paragraph <A> shall not apply in the case of 
any charitable contribution of any letter, 
memorandum, or similar property which 
was written, prepared, or produced by or for 
an individual while such individual was an 
officer or employee of the United States or 
of any State <or political subdivision there
of) if the writing, preparation, or production 
of such property was related to, or arose out 
of, the performance of such individual's 
duties as such an officer or employee." 
SEC. 2. TREATMENT OF EXCESS DEDUcrION FOR 

PURPOSES OF MINIMUM TAX. 
Paragraph (1) of section 56(b) of the In

ternal Revenue Code of 1986 <relating to ad
justments applicable to individuals> is 
amended by adding at the end thererof the 
following new subparagraph: 

"(F) DEDUCTION FOR CHARITABLE CONTRIBU
TION OF ART, ETC. CREATED BY TAXPAYER NOT 
ALLOWED.-ln determining the amount al
lowable as a deduction under section 170, 
subsection <e><6> shall not apply." 
SEC. 3. EFFEcrIVE DATE. 

The amendments made by this Act shall 
apply to contributions made after December 
31, 1987, in taxable years ending after such 
date.e 

ADDITIONAL COSPONSORS 
s. 368 

At the request of Mr. MATSUNAGA, 
the name of the Senator from Oklaho
ma [Mr. BOREN] was added as a co
sponsor of S. 368, a bill to amend the 
Federal Food, Drug, and Cosmetic Act 
to ban the reimportation of drugs in 
the United States, to place restrictions 
on drug samples, to ban certain resales 
of drugs purchased by hospitals and 
other health care facilities, and for 
other purposes. 

s. 450 

At the request of Mr. ARMSTRONG, 
the names of the Senator from Ken
tucky CMr. FORD], the Senator from 
Florida CMr. CHILES], the Senator 
from Texas CMr. GRAMM], and the 
Senator from Minnesota CMr. BoscH
WITZ] were added as cosponsors of S. 
450, a bill to recognize the organiza
tion known as the National Mining 
Hall of Fame and Museum. 

s. 533 

At the request of Mr. THURMOND, the 
name of the Senator from Alabama 
CMr. HEFLIN] was added as a cosponsor 
of S. 533, a bill to establish the Veter
ans' Administration as an executive 
department. 

DOLE] was added as a cosponsor of S. 
1620, a bill to reauthorize and revise 
the act of September 30, 1950 <Public 
Law 874, 81st Congress) relating to 
Federal impact aid, and for other pur
poses. 

s. 1787 

At the request of Mr. DASCHLE, the 
name of the Senator from Alabama 
CMr. HEFLIN] was added as a cosponsor 
of S. 1787, a bill to amend title 38, 
United States Code, to prescribe cer
tain presumptions in the case of veter
ans who performed active service 
during the Vietnam era. 

s. 1830 

At the request of Mr. SANFORD, the 
name of the Senator from Iowa [Mr. 
GRASSLEY] was added as a cosponsor of 
S. 1830, a bill to amend title II of the 
Social Security Act to provide for a 
more gradual period of transition-and 
a new alternative formula with respect 
to such transition-to the changes in 
benefit computation rules enacted in 
the Social Security Amendments of 
1977 as they apply to workers born in 
years after 1916 and before 1930-and 
related beneficiaries-and to provide 
for increases on their benefits accord
ingly, and for other purposes. 

s. 1893 

At the request of Mr. BUMPERS, the 
names of the Senator from Iowa CMr. 
HARKIN] and the Senator from Maine 
CMr. MITCHELL] were added as cospon
sors of S. 1893, a bill to amend the In
ternal Revenue Code of 1986 to extend 
the individual income tax rates in 
effect in 1987 for 3 years but to pro
vide cost-of-living adjustments in such 
rates, and for other purposes. 

s. 1896 

At the request of Mr. CRANSTON, the 
names of the Senator from Florida 
CMr. GRAHAM], the Senator from Illi
nois [Mr. DIXON], the Senator from 
Michigan CMr. RIEGLE], and the Sena
tor from Pennsylvania CMr. SPECTER] 
were added as cosponsors of S. 1896, a 
bill to authorize the Vietnam Women's 
Memorial Project, Inc., to construct a 
statue in honor and recognition of the 
women of the United States who 
served in the Vietnam conflict. 

s. 1929 

At the request of Mr. BUMPERS, the 
name of the Senator from Iowa CMr. 
HARKIN] was added as a cosponsor of 
S. 1929, a bill to amend the Small 
Business Investment Act to establish a 
corporation for small business invest
ment, and for other purposes. 

SENATE JOINT RESOLUTION 180 

At the request of Mr. PRESSLER, the 
name of the Senator from North Caro
lina CMr. HELMS] was added as a co
sponsor of Senate Joint Resolution 
180, a joint resolution designating the 
honeybee as the national insect. 

S. 1620 SENATE JOINT RESOLUTION 199 

At the request of Mr. PELL, the name At the request of Mr. BYRD, the 
of the Senator from Kansas CMr. name of the Senator from Virginia 
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[Mr. WARNER] was added as a cospon
sor of Senate Joint Resolution 199, a 
joint resolution to designate the 
month of April 1988, as "Trauma 
Awareness Week". 

SENATE JOINT RESOLUTION 215 

At the request of Mr. DuRENBERGER, 
the name of the Senator from Ken
tucky CMr. McCONNELL] was added as 
a cosponsor of Senate Joint Resolu
tion 215, a joint resolution to author
ize the Vietnam Women's Memorial 
Project, Inc., to establish a memorial 
to women of the Armed Forces of the 
United States who served in the Viet
nam war. 

SENATE JOINT RESOLUTION 218 

At the request of Mr. LAUTENBERG, 
the name of the Senator from Michi
gan CMr. LEVIN] was added as a co
sponsor of Senate Joint Resolution 
218, a joint resolution to designate 
March 25, 1988, as "Greek Independ
ence Day: A National Day of Celebra
tion of Greek and American Democra
cy." 

SENATE CONCURRENT RESOLUTION 88 

At the request of Mr. MELCHER, the 
name of the Senator from South 
Dakota CMr. PRESSLER] was added as a 
cosponsor of Senate Concurrent Reso
lution 88, a concurrent resolution to 
facilitate the convening of a Silver
Haired Congress. 

SENATE RESOLUTION 270 

At the request of Mr. LAUTENBERG, 
the names of the Senator from South 
Dakota CMr. DASCHLE], and the Sena
tor from Illinois CMr. SIMON] were 
added as cosponsors of Senate Resolu
tion 270, a resolution paying special 
tribute to Portuguese diplomat Dr. de 
Sousa Mendes for his extraordinary 
acts of mercy and justice during World 
War II. 

SENATE RESOLUTION 341-RE
LATING TO CONSIDERATION 
OF BILLS IMPLEMENTING 
TRADE AGREEMENTS 
Mr. DOMENIC! (for himself, Mr. 

BINGAMAN, Mr. FORD, Mr. GARN, Mr. 
SIMPSON, Mr. McCLURE, and Mr. 
DECONCINI) submitted the following 
resolution; which was referred to the 
Committee on Finance: 

S. RES. 341 
Resolved, That with respect to the Senate, 

the provisions of section 15l<d> of the Trade 
Act of 1974 <19 U.S.C. 2191(d)) <relating to 
the prohibition of amendments> shall not 
apply to an amendment to an implementing 
bill or approval resolution relating to the 
domestic or foreign commerce of the United 
States in uranium. 

Mr. DOMENIC!. Mr. President, 
today I am introducing a resolution on 
behalf of myself, Senator BINGAMAN 
and others, changing the Senate rules 
to allow the Free Trade agreement 
with Canada to be amended. Earlier 
the Senate had agreed to prohibit 
amendments to the Free Trade Agree
ment. If this resolution is approved 

the Senators could off er a plan for 
transitional protection for the United 
States Uranium Industry which the 
Canadian negotiators refused to in
clude in the agreement just la.st 
Sunday. 

U.S. trade negotiators responded fa
vorably when asked to provide protec
tion to the U.S. uranium industry fol
lowing a letter from the coalition of 24 
Senators. The letter urged the Presi
dent to incorporate a plan for transi
tional protection for the industry that 
was recently approved by the Senate 
Energy Committee. Mr. President, I 
ask unanimous consent that the letter 
to the President be included in the 
RECORD. United States trade negotia
tors offered the plan to Canadian ne
gotiators on Sunday, however, the Ca
nadians turned the plan down. The 
Canadians' refusal to include our plan 
has forced us to go this route. We will 
have to change the agreement which, 
as it is presently written would prohib
it any protection for our U.S. industry. 

The Secretary has been sued by ura
nium mining companies because after 
finding the industry "non-viable," he 
failed to act on this finding and use 
his authority to protect the industry. 
A decision by the Supreme Court on 
whether to hear an appeal by the Sec
retary, who lost in two lower courts, is 
expected in the near future. 

In response, the Senate Energy 
Committee approved legislation, S. 
1486, to provide protection for our ura
nium industry through the year 2000. 
Uranium producers and nuclear utili
ties helped modify the bill. 

The import section of the bill penal
izes utilities for using excessive 
amounts of foreign uranium. The leg
islation states that a utility will be pe
nalized on a sliding scale per kilogram 
of foreign uranium used beyond 37 .5 
percent of its total uranium consump
tion until the year 2000. 

There being no objection, the letter 
mentioned earlier was ordered to be 
printed in the RECORD, as follows: 

U.S. SENATE, 
COMMITTEE ON ENERGY AND 

NATURAL RESOURCES, 
Washington, DC, December 1, 1987. 

The PRESIDENT, 
The White House, Washington, DC. 

DEAR MR. PRESIDENT: Uranium is now 
second only to coal as an energy source for 
electricity production in the United States, 
accounting for almost 20 percent of domes
tic electric power generation. Use of urani
um as a fuel in nuclear power plants is now 
displacing over two million barrels per day 
of imported oil, and is saving the nation $15 
billion per year in foreign oil payments. 
Similarly, the Nation continues to have a 
substantial reliance upon uranium for its 
national defense requirements. 

A strong domestic uranium industry and a 
strong domestic enrichment enterprise are 
required if the United States is to ensure its 
ability to meet the demand for nuclear 
energy and its defense responsibilities. Iron
ically, at this critical time, both the urani
um mining industry and the uranium en
richment enterprise are severely depressed. 

Indeed, the uranium industry has been for
mally declared to be "non-viable" by the 
Secretary of Energy. There is a broad con
sensus that the uranium enrichment enter
prise simply cannot continue to operate as it 
has in the past. 

In order to resolve these problems, a com
prehensive program is desperately needed. 

Fortunately, the uranium producers and 
nuclear utilities have cooperatively sought 
development of such a program through the 
legislative process. On October 1, 1987, the 
Senate Energy and Natural Resources Com
mittee ordered reported S. 1846, a compre
hensive bill that ensures this country's utili
ty and defense requirements for uranium 
will be met. Among other things, this legis
lation eliminates any restriction on the en
richment of foreign uranium for domestic 
use. For an interim period, this restriction is 
replaced by imposing a sliding scale of 
charges for the use by utilities of foreign 
uranium above specified levels. All restric
tions expire automatically on January l, 
2001. The bill also totally reorganizes the 
uranium enrichment enterprise to permit 
operation as a continuing, commercial en
terprise on a profitable and efficient basis. 

We believe the uranium supply policy em
bodied in this legislation is compatible with 
the proposed U.S.-Canadian Trade Agree
ment. Canada does not sell uranium to the 
United States for military purposes. There
fore, it is imperative that any trade agree
ment with Canada recognize the importance 
of the U.S. uranium industry to our nation
al defense. 

The legislation reported by the Commit
tee on Energy and Natural Resources revi
talizes the domestic uranium mining indus
try in a manner that achieves the uranium 
trade objectives of Agreement. The bill re
peals section 161Cv) of the Atomic Energy 
Act, which requires the Secretary of Energy 
to restrict the enrichment of foreign urani
um. 

The bill also preserves existing contracts 
for the purchase of foreign uranium. It im
poses limited charges for the use of foreign 
uranium in the next few years while pre
serving a substantial share of the U.S. ura
nium market for foreign producers. In fact, 
taking into account the provision respecting 
preservation of existing contracts, the net 
effect of the legislation is to preserve 50 per
cent of the domestic market for imported 
uranium during the period of transition to a 
free market. 

In summary, S. 1846 provides for a phased 
implemetation of free trade in uranium. We 
understand that a gradual approach will 
also be proposed in implementing other 
areas of the U.S.-Canadian Agreement. We 
urge that in developing the Administration's 
proposals for implementing legislation for 
the uranium provisions of the Agreement, 
the Administration take advantage of the 
consensus among uranium producers, elec
tric utilities, and Members of Congress that 
is reflected in the legislation reported by 
the Committtee on Energy and Natural Re
sources. 

Sincerely, 
Wendell H. Ford, J. Bennett Johnson, 

Pete V. Domenici, James A. McClure, 
Jeff Bingaman, Jake Garn, Orrin G. 
Hatch, Don Nickles, Robert Dole, Chic 
Hecht, Ted Stevens, Steve Symms, Bill 
Armstrong, Richard Shelby, Malcolm 
Wallop, Alan K. Simpson, John 
Breaux, David I. Boren, John W. 
Warner, Mitch McConnell, Dennis 
DeConcini, John McCain, Frank H. 
Murkowski, Robert C. Byrd. 
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Mr. BINGAMAN. Mr. President, I 

am pleased to introduce this resolu
tion with my colleague, Senator Do
MENICI, regarding the domestic urani
um and the United States-Canada 
Free Trade Agreement. 

Our Nation has long recognized the 
importance of a viable domestic urani
um industry. A strong domestic urani
um industry and a strong domestic en
richment enterprise are required if the 
United States is to ensure its ability to 
meet the demand for nuclear energy 
and its defense responsibilities. 
Indeed, the uranium industry has been 
formally declared to be "non-viable" 
by the Secretary of Energy. This is re
flected in the fact that the domestic 
uranium industry is facing approxi
mately 90-percent unemployment and 
production is down to about one-third 
of peak levels and United States needs. 
In New Mexico, all licensed uranium 
mills with the exception of one have 
been placed on standby status and 
some will not reopen. 

In order to resolve these problems, a 
comprehensive program is desperately 
needed. 

On October 1, 1987, the Senate 
Energy and Natural Resources Com
mittee reported out S. 1846, legislation 
that ensures this country's utility and 
defense requirements for uranium will 
be met. 

Among other things, this legislation 
eliminates any restriction on the en
richment of foreign uranium for do
mestic use. For an interim period, this 
restriction is replaced by imposing a 
sliding scale of charges for the use by 
utilities of foreign uranium above 
specified levels. All restrictions expire 
automatically on January l, 2001. 

The bill repeals section 161(v) of the 
Atomic Energy Act, which requires the 
Secretary of Energy to restrict the en
richment of foreign uranium. The bill 
also preserves existing contracts for 
the purchase of foreign uranium. It 
imposes limited charges for the use of 
foreign uranium in the next few years, 
while preserving a substantial share of 
the U.S. uranium market for foreign 
producers. 

Mr. President, the uranium supply 
policy embodied in this legislation is 
compatible with the proposed United 
States-Canadian Free Trade Agree
ment. S. 1846 provides for a phased 
implementation of free trade in urani
um. It is my understanding that a 
gradual approach will also be proposed 
in implementing other areas of the 
United States-Canadian agreement. 
Canada does not sell uranium to the 
United States for military purposes. 
Therefore, it is imperative that any 
trade agreement with Canada recog
nize the importance of the United 
States uranium industry to our nation
al defense. 

However, because of the process by 
which the agreement will come before 
the Senate-the fast-track procedure, 

implementing legislation may come 
into conflict with the bill. The purpose 
of this resolution is to create a process 
whereby implementation of the 
United States-Canadian Free Trade 
Agreement will not conflict with the 
consensus among uranium producers, 
electric utilities, and Members of Con
gress that is reflected in the legisla
tion reported by the Committee on 
Energy and Natural Resources. 

I urge my colleagues to support this 
resolution. 

AMENDMENTS SUBMITTED 

OMNIBUS BUDGET 
RECONCILIATION ACT 

INOUYE AMENDMENT NOS. 1255 
AND 1256 

Mr. INOUYE proposed two amend
ments to amendment No. 1254 pro
posed by Mr. BYRD <and others) to the 
bill <S. 1920) to provide for reconcilia
tion pursuant to section 4 of the con
current resolution on the budget for 
fiscal year 1988 <H. Con. Res. 93, lOOth 
Congress); as follows: 

AMENDMENT No. 1255 
At the appropriate place in title IV of the 

amendment, insert the following new sec
tion: 
SEC. . AMENDMENT TO MORTGAGE BOND PUR-

CHASE PRICE REGULATIONS. 

The Secretary of the Treasury or his dele
gate shall amend the regulations relating to 
mortgage bond purchase price require
ments, with respect to any lease with a re
maining term of at least 35 years and a spec
ified ground rent for at lea.st the first 10 
years of such term, to provide for a capital
ized value of such lease equal to the present 
value of the current ground rent projected 
over the remaining term of the lease and 
discounted at 3 percent of such other dis
count rate as the Secretary establishes. If 
such amendment is not made before the 
date of the enactment of this Act, such reg
ulations shall be considered to include such 
amendment. 

AMENDMENT No. 1256 
SEC. EXEMPTIONS FROM HARBOR MAINTE-

NANCE TAX FOR CERTAIN PASSEN
GERS AND CARGO. 

(a) PASSENGERS TRANSPORTED BETWEEN 
POSSESSION, ETc.-Paragraph ( 1) of section 
4462(b) <relating to a special rule for Ala.ska, 
Hawaii, and possessions> is amended. 

(1) by inserting "or passengers" after 
"cargo" in subparagraph <D>, and 

(2) by inserting at the end thereof the fol
lowing new sentence: For purposes of sub
paragraph <D>, the loading and unloading of 
passengers shall not be included in such 
subparagraph if there is any loading or un
loading of such passengers outside the State 
or possession of such loading." 

(b) EFFECTIVE DATE.-The amendment 
made by this section shall take effect on the 
date of the enactment of this Act. 
SEC. . AMENDMENTS RELATED TO HARBOR MAIN

TENANCE REVENUE ACT OF 1986. 
(a) CARGO TRANSPORTATION BETWEEN POS

SESSIONS, ETc.-Subparagraph <B> of section 
4462(b)(l) is amended to read as follows: 

"(B) cargo loaded on a vessel in Ala.ska, 
Hawaii, or any possession of the United 
States for transportation to the United 
States mainland, Ala.ska, Hawaii, or such a 
possession for ultimate use or consumption 
in the United States mainland, Alaska, 
Hawaii, or such a possession,". 

(b) DELAY IN DUE DATE FOR STUDY OF 
CARGO DIVERSIONS.-Section 1407 of the 
Harbor Maintenance Revenue Act of 1986 is 
amended by striking out "l year from the 
date of the enactment of this Act" and in
serting in lieu thereof "July 1, 1988". 

(C) EFFECTIVE DATE.-The amendments 
made by this section shall take effect as if 
included in the provision of the Harbor 
Maintenance Revenue Act of 1986 to which 
it 'relates. 

HARKIN <AND OTHERS) 
AMENDMENT NO. 1257 

Mr. HARKIN (for himself, Mr. BUR
DICK, Mr. LAUTENBERG, Mr. HELMS, Mr. 
BOSCHWITZ, Mr. METZENBAUM, Mr. 
KASTEN, and Mr. HEINZ) proposed an 
amendment to amendment No. 125 
proposed by Mr. BYRD <and others) to 
the bill S. 1920, supra; as follows: 

At the appropriate place, insert the fol
lowing new section: 
SEC. . EQUITABLE APPLICATION OF THE LIMITA

TION ON PAYMENTS THAT MAY BE RE
CEIVED BY A PERSON. 

<a> IN GENERAL.-Section 1001<5) of the 
Food Security Act of 1985 <7 U.S.C. 1308(5)) 
is amended-

< 1 > by adding at the end of subparagraph 
<A>, the following new sentence: "Such regu
lations shall provide that a producer who 
rents or leases land from an individual or 
entity must be combined as one person, for 
payment limitation purposes, with the indi
vidual or entity from whom the land is 
rented or leased unless the producer makes 
a substantial contribution of owned land or 
owned equipment and personal manage
ment to the farming operation that includes 
the rented or leased land."; and 

(2) by striking out subparagraph <B> and 
inserting in lieu thereof the following new 
sub paragraphs: 

"<B> In applying the limitation provided 
for by this section, the Secretary shall-

"(i) provide for similar treatment of all en
tities; 

"(ii) except as provided in clause <iii>, de
termine the amount of payments that may 
be received by any entity based on the 
number of members of the entity who are 
determined to be actively engaged in farm
ing; 

"(iii) consider any entity that is conduct
ing a farming operation independently of all 
of its members to be a separate person, and 
combine as one separate person all entities 
that are owned or controlled by the same 
one or more individual; 

"(iv> except as provided in subparagraph 
(D), attribute all payments received by an 
entity to the members of the entity that 
have an interest in the entity, such attribu
tion to be based on the interest of the 
member in the entity; and 

"<v> consider an individual or entity that 
is a member of an entity to be actively en
gaged in farming if such individual or entity 
has made a significant contribution <deter
mined based on the total value of the farm
ing operation) of CI> land, ca.sh, or equip
ment, and <II> labor or management to the 
farming operation. 
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"(C) For the purpose of this section, the 

term 'entity' means a corporation, trust, 
estate, limited partnership, general partner
ship, joint venture, charitable organization, 
and, except as provided in subparagraph 
<A>, any other entity or association. 

"CD> The Secretary may elect not to at
tribute payments to a member of an entity 
as provided for in subparagraph CB)Civ) if it 
is determined that-

"(i) the interest of the member in the 
entity is less than 10 percent; and 

"(ii) attribution of the payments to the 
member would have little or no impact on 
the application of the limitation provided 
for by this section.". 

(b) INELIGIBILITY OF FOREIGN PERSONS.
The Food Security Act of 1985 is amended 
by inserting after section 1001 (7 U.S.C. 
1308> the following new section: 
"SEC. 1001A. FOREIGN PERSONS MADE INELIGIBLE 

FOR PROGRAM BENEFITS. 
"(a) GENERAL RULE.-Notwithstanding any 

other provision of law, for each of the 1988 
through 1990 crops, any person who is not a 
citizen of the United States or an alien law
fully admitted into the United States for 
permanent residence under the Immigration 
and Nationality Act shall be ineligible to re
ceive any type of production adjustment 
payments, price support program loans, pay
ments, or benefits made available under the 
Agricultural Act of 1949 <7 U.S.C. 1421 et 
seq.), the Commodity Credit Corporation 
Charter Act <15 U.S.C. 714 et seq.), or sub
title D of title XII of the Food Security Act 
of 1985 <16 u:s.c. 3831 et seq.) with respect 
to any commodity produced, or land set 
aside from production, on a farm that is 
owned or operated by such person, unless 
such person is an individual who is provid
ing land, capital, and a substantial amount 
of personal labor in the production of crops 
on such farm. 

"(b) PERSON THAT IS INELIGIBLE.-
"( l) DEFINITION.-For purposes of subsec

tion (a), a corporation or other entity shall 
be considered a person that is ineligib.le for 
production adjustment payments, price sup
port program loans, payments, or benefits if 
more than 10 percent of the beneficial own
ership of the entity is held by persons who 
are not citizens of the United States or 
aliens lawfully admitted into the United 
States for permanent residence under the 
Immigration and Nationality Act, unless 
such persons provide a substantial amount 
of personal labor in the production of crops 
on such farm. 

"(2) EXCEPTION.-Notwithstanding the 
provisions of this subsection, with respect to 
an entity that is determined to be ineligible 
to receive such payments, loans, or other 
benefits, the Secretary may make payments 
in an amount determined by the Secretary 
to be representative of the percentage inter
est of the entity which is owned by citizens 
of the United States. 

"Cc) EFFECT.-No person shall become in
eligible under this section for production ad
justment payments, price support program 
loans, payments, or benefits as the result of 
the production of a crop of an agricultural 
commodity, other than the 1988 crop of 
winter wheat, planted, or commodity pro
gram or conservation reserve contract en
tered into, before the date of enactment of 
this section.". 

(C) REGULATIONS.-
(1) IN GENERAL.-Section 1234Cf) of the 

Food Security Act of 1985 <16 U.S.C. 
3834(f)) is amended by striking out para
graph <2> and inserting in lieu thereof the 
following new paragraph: 

"(2) The provisions of section 1001<5> of 
this Act shall be applicable in applying the 
limitation provided for in this section.". 

<2> EFFECT.-The amendment made by this 
subsection shall be effective with respect to 
contracts entered into on or after the date 
of enactment of this Act. 

(d) EFFECTIVE DATE.-The amendments 
made by subsections Ca) and Cb) shall be ef
fective only with respect to the 1988 
through 1990 crops of wheat, feed grains, 
upland cotton, extra long staple cotton, rice, 
and honey. 

EXON <AND OTHERS> 
AMENDMENT NO. 1258 

Mr. EXON (for himself, Mr. BRAD
LEY, Mr. SANFORD, Mr. CHAFEE, Mr. 
GLENN, Mr. DIXON, and Mr. DUREN
BERGER) proposed an amendment to 
amendment No. 1254 proposed by Mr. 
BYRD <and others> to the bill S. 1920, 
supra; as follows: 

On page 344 strike section 4504Cb) of the 
amendment. 

On page 342, line 1 in section 
447<d><2><A><m of the Internal Revenue 
Code of 1986, as added by section 4504<a> of 
the bill, strike "$25,000,000" and insert 
"$50,000,000". 

KASSEBAUM <AND OTHERS> 
AMENDMENT NO. 1259 

Mrs. KASSEBAUM (for herself, Mr. 
BOREN, Mr. EVANS, Mr. BIDEN, Mr. 
BAUCUS, Mr. BUMPERS, Mr. CONRAD, 
Mr. D'AMATO, Mr. DODD, Mr. EXON, 
Mr. HOLLINGS, Mr. LEvIN, Mr. SIMP
SON, and Mr. WEICKER) proposed an 
amendment to amendment No. 1254 
proposed by Mr. BYRD <and others> to 
the bill S. 1920, supra; as follows: 

Strike out the matter proposed to be in
serted and insert: 

TITLE IV-SPENDING AND TAX FREEZES 

SEC. 401. SPENDING FREEZE. 
(a) DEFENSE AND DOMESTIC DISCRETIONARY 

SPENDING LIMITS.-
(!) AGGREGATE ALLOCATIONS FOR DEFENSE.

The levels of budget authority and budget 
outlays for fiscal year 1988 for major func
tional category 050 <National Defense> shall 
be: 

<A> New budget authority, 
$291,300,000,000. 

CB> Outlays, $284,100,000,000. 
(2) AGGREGATE ALLOCATIONS FOR DOMESTIC 

DISCRETIONARY SPENDING.-The levels of 
total budget authority and total budget out
lays for fiscal year 1988 for all discretionary 
spending in categories other than major 
functional category 050 <National Defense) 
shall be: 

<A> New budget authority, 
$161,000,000,000. 

<B> Outlays, $175,300,000,000. 
(3) POINT OF ORDER.-lt shall not be in 

order in the Senate or House of Representa
tives to consider any bill or resolution 
making appropriations if the enactment of 
such bill or resolution, as recommended by 
the respective committee on appropriations, 
would fail to be consistent with the alloca
tions in paragraphs (1) and (2) of this sub
section. 

(4) RULEMAKING AUTHORITY.-The provi
sions of paragraph (3) are enacted by Con
gress-

<A> as an exercise of the rulemaking 
power of the House of Representatives and 
the Senate, respectively, and as such they 
shall be considered as part of the rules of 
each House, respectively, and such rules 
shall supersede other rules only to the 
extent that they are inconsistent therewith; 
and 

CB> with full recognition of the constitu
tional right of either House to change such 
rules <so far as relating to such House) at 
any time, in the same manner and to the 
same extent as in the case of any other rule 
of such House. 

(b) LIMITATIONS ON COST·OF·LIVING IN· 
CREASES DURING 1988.-

( l) IN GENERAL.-Notwithstanding any 
other provision of law, and except as provid
ed in paragraph <2> or (3), no increase shall 
be made in payments or benefit amounts 
under any provision of law which would oth
erwise require such increase to become ef
fective during fiscal year 1988 as a result of 
changes in-

<A> the Consumer Price Index <or any 
component thereof); or 

CB> any other index which measures costs, 
prices, or wages. 

(2) EXCEPTION FOR SUPPLEMENTAL SECURITY 
INCOME BENEFITS.-Paragraph (1) shall not 
apply to any payments or benefit amounts 
under section 1617 of the Social Security 
Act <relating to supplemental security 
income benefits). 

(3) 2-PERCENT INCREASE FOR INDEXED ENTI· 
TLEMENTS.-If a person is entitled under any 
provision of law to any increase described in 
paragraph < 1 ), paragraph < 1) shall apply 
only to the extent of the portion of such in
crease in excess of 2 percent. 

<4> No ENTITLEMENTS.-No person shall be 
entitled to any increase in payments or ben
efit amounts under any provision of law if 
payment thereof is denied by reason of this 
subsection. 

(5) COORDINATION WITH FUTURE YEARS.
Notwithstanding any other provision of law, 
any change in-

<A> the Consumer Price Index <or any 
component thereof); or 

<B> any other index which measures costs, 
prices, or wages, which would have resulted 
in any increase in payments or benefit 
amounts during fiscal year 1988 but for the 
provisions of paragraph < 1) shall not be 
taken into account for purposes of deter
mining any increase in payments or benefit 
amounts during fiscal year 1989 or any 
fiscal year thereafter. 

(6) PAYMENTS TO WHICH SUBSECTION AP
PLIES.-This subsection shall not apply to 
any payment on or before January 1, 1988. 

(7) SPECIAL RULE FOR CERTAIN DISABILITY 
COMPENSATION.-Payments and benefit 
amounts under the following provisions 
shall be treated as described in paragraph 
(1): 

<A> Sections 314, 351<1>, 362, 411, 413, and 
414 of title 38, United States Code, which 
were increased by amendments made by 
title I of the Veterans' Compensation Rate 
Increase and Job Training Amendments of 
1985 <Public Law 99-238). 

CB> Section 10 of Public Law 85-857 in the 
case of persons who are not in receipt of 
compensation payable pursuant to chapter 
11 of title 38, United States Code. 

(C) FEDERAL WAGE F'REEzE.-
( l) IN GENERAL.-Notwithstanding any 

other provision of law, no increase shall be 
made in wage or salary compensation 
amounts paid to any employee of the Feder
al Government, including Members of Con
gress, under any provision of law which 



December 10, 1987 CONGRESSIONAL RECORD-SENATE 34965 
would otherwise require such increase to 
become effective during fiscal year 1988 as a 
result of changes in-

<A> the Consumer Price Index <or any 
component thereof>; or 

<B> any other index which measures costs, 
prices, or wages. 

<2> No ENTITLEMENT.-No employee of the 
Federal Government, including Members of 
Congress, shall be entitled to any increase 
in wage or salary compensation payments 
amounts under any provision of law if pay
ment thereof is denied by reason of this sec
tion. 

(3) COORDINATION WITH FUTURE YEARS.
Notwithstanding any other provision of law, 
any change in-

<A> the Consumer Price Index <or any 
component thereof>; or 

<B> any other index which measures costs, 
prices, or wages, which would have resulted 
in any increase in payments or benefit 
amounts during fiscal year 1988 but for the 
provisions of paragraph (1 > shall not be 
taken into account for purposes of deter
mining any increase in payments or benefit 
amounts during fiscal year 1989 or any 
fiscal year thereafter. 

(d) PAYMENTS FOR INPATIENT HOSPITAL 
SERVICES AND PHYSICIANS' SERVICES FOR 
FISCAL YEAR 1988.-

( 1) N 0 APPLICABLE PERCENTAGE INCREASE IN 
PAYMENTS FOR INPATIENT HOSPITAL SERV· 
1cEs.-Notwithstanding any other provision 
of law, the applicable percentage increase 
under section 1886(b)(3)(B) of the Social Se
curity Act for fiscal year 1988 shall be 0 per
cent. 

(2) No INCREASE IN THE MEI WITH RESPECT 
TO PAYMENTS FOR PHYSICIANS' SERVICES.
Notwithstanding any other provision of law, 
for purposes of part B of title XVIII of the 
Social Security Act, with respect to physi
cians' services furnished in 1988, the per
centage increase in the MEI <as described in 
section 1842(b)(4)(E)<ii)) shall be O percent. 
SEC. 402. TAX FREEZE. 

(a) 1-YEAR FREEZE IN INDIVIDUAL AND COR· 
PORATE INCOME TAX RATES.-

( 1) INDIVIDUALS.-Section l(h) of the In
ternal Revenue Code of 1986 <relating to tax 
schedules for taxable years beginning in 
1987> is amended by striking out "1987" in 
the text and heading thereof and inserting 
in lieu thereof "1987 and 1988". 

(2) CORPORATIONS.-Section 601(b) of the 
Tax Reform Act of 1986 is amended to read 
as follows: 

"(b) EFFECTIVE DATES.-
"(1) IN GENERAL.-The amendment made 

by subsection <a> shall apply to taxable 
years beginning after December 31, 1988. 

"(2) TAXABLE YEARS BEGINNING IN 1987 AND 
1988.-ln the case of a taxable year begin
ning in 1987 or 1988, section ll<b) of the In
ternal Revenue Code of 1986 shall be ap
plied as if it reads as follows: 

"(b) AMOUNT OF TAX.-The amount of tax 
imposed by subsection (a) shall be the sum 
of-

"(1) 15 percent of so much of the taxable 
income as does not exceed $25,000, 

"(2) 16.5 percent of so much of the tax
able income as exceeds $25,000, but does not 
exceed $50,000, 

"(3) 27.5 percent of so much of the tax
able income as exceeds $50,000, but does not 
exceed $75,000, and 

"<4> 40 percent of so much of the taxable 
income as exceeds $75,000. 
In the case of a corporation which has tax
able income in excess of $550,000 for any 
taxable year, the amount of the tax deter
mined under the preceding sentence for 

such taxable year shall be increased by the 
lesser of <A> 5 percent of such excess, or <B> 
$15,250.' .. 

(3) EFFECT OF CHANGES.-
(A) Section 15 of the Internal Revenue 

Code of 1986 shall not apply to any change 
in rates under paragraph <2> with respect to 
a taxable year beginning in 1986 and ending 
in 1987. 

<B> For treatment of taxable years begin
nfng in 1988 and ending in 1989, see section 
15 of such Code. 

(b) DEDUCTIONS.-
(!) INTEREST.-Section 163<d><6><B> of the 

Internal Revenue Code of 1986 is amended 
by straing out "60" in the item in the table 
relating; to 1988 and inserting in lieu thereof 
"35". 

(2) PA'BIVE LOSSES.-Section 469(1)(2) of 
the Internal Revenue Code of 1986 is 
amended by striking out "60" in the item in 
the table relating to 1988 and inserting in 
lieu thereof "35". 

TITLE V-OTHER PROVISIONS 
Subtitle A-Asset Sales 

SEC. 501. PREPAYMENT OF RURAL ELECTRIFICA
TION LOANS. 

(a) IN GENERAL.-Section 306A of the 
Rural Electrification Act of 1936 (7 U.S.C. 
936a> is amended to read as follows: 
"SEC. 306A. PREPAYMENT OF LOANS. 

"<a> IN GENERAL.-If, on the effective date 
of this section, a borrower has an outstand
ing loan made by the Federal Financing 
Bank and guaranteed by the Administrator 
of the Rural Electrification Administration 
under section 306, the borrower may prepay 
such loan <or any loan advance made there
under> by paying the outstanding principal 
balance due on such loan advance if-

"(1) private capital, with the existing loan 
guarantee <available at the option of the 
borrower), is used to replace the loan; 

"(2) the borrower certifies that any sav
ings from such prepayment will be-

"<A> passed on to its customers; 
"<B) in a case of financial hardship, used 

to improve the financial strength of the bor
rower; or 

"(C) used to avoid future rate increases; 
and 
· "(3) the borrower certifies that the bor
rower will not apply for a loan made by the 
Administrator of the Rural Electrification 
Administration or the Federal Financing 
Bank to refinance the private loan or re
place private capital used to prepay a loan 
advance under this subsection, except as au
thorized by the Administrator or the Bank, 
respectively. 
. "(b) PROCESSING FEE FOR PREPAYMENT.-
"(1) IN GENERAL.-A processing fee shall be 

assessed against each Rural Electrification 
Administration borrower who has a request 
for prepayment of a loan advance from the 
Federal Financing Bank under this section 
approved after September 30, 1987. 

"(2) ONE-TIME FEE.-The processing fee 
shall be assessed as a one-time fee due at 
the time of prepayment on each loan ad
vance prepaid by charging, against the out
standing principal balance of the loan ad
vance-

"(A) 50 basis points; plus 
"<B> points equal to 50 percent of the dif

ference between the interest rate on the 
Federal Financing Bank loan advance being 
prepaid and the cost of money to the Feder
al government at the time of prepayment 
for new Treasury borrowings of the same 
maturity as the Federal Financing Bank 
loan advance being prepaid. 

"(c) No ADDITIONAL CHARGES.-No sums in 
addition to the payment of the outstanding 

principal balance of the loan advance and a 
processing fee assessed thereon, as pre
scribed in subsection <b>, may be charged as 
the result of such prepayment against-

"(1) the borrower; 
"(2) the Rural Electrification and Tele

phone Revolving Fund; or 
"(3) the Rural Electrification Administra

tion. 
"(d) AMENDMENT OF EXISTING GUARAN· 

TEE.-The existing guarantee shall, at the 
option of the borrower, be amended to in
clude, for the duration of the term of the 
Rural Electrification Administration guar
antee on the Federal Financing Bank loan 
advance prepaid, the amount of principal 
balance prepaid on the loan advance plus 
the amount of the processing fee paid by 
the borrower and the cost to the borrower 
of obtaining private capital. Private loans 
with the Rural Electrification Administra
tion guarantee used to prepay a Federal fi. 
nancing bank loan advance shall not exceed 
this amount. Such loans shall be made on 
terms and conditions acceptable to the bor
rower and the lender. 

"(e) ASSIGNABILITY.-A guarantee of a 
loan advance prepaid under this section 
with private capital shall be fully assignable 
and transferable without condition and 
shall remain available for the remainder of 
the term of the loan originally agreed to by 
the Administrator.". 

(b) EFFECTIVE DATE.-
( 1 > IN GENERAL.-The amendment made by 

this section shall become effective on the 
date of enactment of this Act. 

(2) AGREEMENTS UNDER EXISTING LAW.-ln 
the case of a borrower of an outstanding 
loan made by the Federal Financing Bank 
and guaranteed by the Rural Electrification 
Administration Wider section 306 of the 
Rural Electrification Act of 1936 <7 U.S.C. 
936), if the Administrator of the Rural Elec
trification Administration determined prior 
to the date of enactment of this Act that 
such borrower was eligible to prepay, or if 
such borrower prepaid, an advance on the 
loan under section 306A of such Act <as in 
effect prior to the amendment made by sub
section <a». the borrower may prepay any 
advance received and not repaid by the date 
of enactment of this Act under any combi
nation of terms and conditions applicable to 
such prepayments under section 306A of the 
Rural Electrification Act of 1936 <as in 
effect prior to the amendment made by sub
section <a> or as amended by subsection (a)). 
No sum in addition to the payment of the 
outstanding principal balance of any loan 
advances prepaid shall be charged as the 
result of the prepayment. 

(3) REGULATIONS.-Within 30 days after 
the date of enactment of this Act, the Secre
tary of Agriculture shall issue regulations to 
carry out the amendment made by this sec
tion. 

(4) PREPAYMENT FACILITATION.-ln issuing 
regulations to carry out the amendment 
made by this section, the Secretary shall

<A> facilitate prepayment of Federal Fi
nancing Bank loan advances; 

<B> provide for full processing of each pre
payment request within 30 days after its 
submission to the Rural Electrification Ad
ministration; and 

<C> expect as specifically and directly pro
vided in section 306A of the Rural Electrifi
cation Act of 1936, impose no restriction 
that-

(i) increases the cost to borrowers of ob
taining private financing for prepayment 
under such section; 
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<ii> delays the full processing of prepay

ment requests; or 
(iii) inhibits the ability of such borrowers 

to enter into prepayment arrangements 
under such section. 
SEC. 502. RURAL TELEPHONE BANK. 

<a> IN GENERAL.-Section 408<b> of the 
Rural Electrification Act of 1936 <7 U.S.C. 
948(b)) is amended by adding at the end 
thereof the following new paragraphs: 

"<8> The Rural Telephone Bank shall 
apply its most current cost of money rate at 
the time of each advance made under loan 
commitments approved after the date of en
actment of the Agricultural Reconciliation 
Act of 1987. 

"<9> A borrower with a loan from the 
Rural Telephone Bank may prepay such a 
loan <or any part thereof by paying the face 
amount thereof without being required to 
pay the prepayment penalty set forth in the 
note covering such loan, if such prepayment 
is made not later than September 30, 1988.". 

(b) REGULATIONS.-The Governor of the 
Rural Telephone Bank shall issue regula
tions to carry out the amendment made by 
subsection <a> within 30 days after the date 
of enacement of this Act. Such regulations 
shall implement paragraphs <8> and <9> of 
section 408(b) of the Rural Electrification 
Act of 1936 <as added by subsection (a)) 
without the addition of any restrictions not 
set forth in such paragraphs. 
SEC. 503. SALE OF RURAL DEVELOPMENTS NOTES. 

(a) SALES REQUIRED.-The Secretary of Ag
riculture, under such terms as the Secretary 
may prescribe, shall sell notes and other ob
ligations held in the Rural Development In
surance Fund established under section 
309A of the Consolidated Farm and Rural 
Development Act in such amounts as to re
alize net proceeds to the Government of not 
less than $600,000,000 from such sales 
during fiscal year 1989. 

(b) NONRECOURSE SALES.-The second sen
tence of section 309A<e> of the Consolidated 
Farm and Rural Development Act <7 U.S.C. 
1929a<e» is amended by-

(1) inserting "and other obligations" after 
"Notes"; and 

(2) striking out the period at the end 
thereof and inserting in lieu thereof the fol
lowing: ", including sale on a nonrecourse 
basis. The Secretary and any subsequent 
purchaser of such notes or other obligations 
sold by the Secretary on a nonrecourse basis 
shall be relieved of any responsibilities that 
might have been imposed had the borrower 
remained indebted to the Secretary.". 

(C) CONTRACT PROVISIONS.-Consistent 
with section 309A<e> of the Consolidated 
Farm and Rural Development Act, as 
amended by subsection Cb), any sale of notes 
or other obligations, as described in subsec
tion <a>, shall not alter the terms specified 
in the note or other obligation, except that, 
on sale, a note or other obligation shall not 
be subject to the provisions of section 333<c> 
of the Consolidated Farm and Rural Devel
opment Act. 

<d> ELIGIBILITY To PuRCHASE NoTEs.-Not
withstanding any other provision of law, 
each institution of the Farm Credit System 
shall be eligible to purchase notes and other 
obligations held in the Rural Development 
Insurance Fund and to service <including 
the extension of additional credit and all 
other actions necessary to preserve, con
serve, or protect the institution's interest in 
the purchased notes or other obligations>, 
collect, and dispose of such notes and other 
obligations, subject only to such terms and 
conditions as may be agreed to by the Secre
tary of Agriculture and the purchasing in-

stitution and as may be approved by the 
Farm Credit Administration. 

(e) LOAN SERVICING.-Prior to selling any 
note or other obligation, as described in sub
section <a>. the Secretary of Agriculture 
shall require persons offering to purchase 
the note or other obligation to demon
strate-

< 1 > an ability or resources to provide such 
servicing, with respect to the loans repre
sented by the note or other obligation, that 
the Secretary deems necessary to ensure the 
continued performance on the loan; and 

<2> the ability to generate capital to pro
vide the borrowers of the loans such addi
tional credit as may be necessary in proper 
servicing of the loans. 
SEC. 504. SALE OF RURAL HOUSING LOANS. 

<a> REQUIRED SALES TO PuBLic.-The Sec
retary of Agriculture shall take such actions 
as may be necessary to ensure that loans 
made under title V of the Housing Act of 
1949 are sold to the public in amounts suffi
cient to provide a net reduction in outlays of 
not less than $1,590,000,000 in fiscal year 
1988, and $2,350,000,000 in fiscal year 1989 
from the proceeds of such sales. 

(b) PROCEDURES AND TERMS OF SALES.-
( 1) ESTABLISHMENT OF GUIDELINES.-The 

Secretary of Agriculture shall establish spe
cific guidelines for the sale of loans under 
subsection (a). The guidelines shall address 
the procedures and terms applicable to the 
sale of the loans, including the kind of pro
tections that should be provided to borrow
ers and terms that will ensure that the sale 
of the loans will be made at the lowest prac
ticable cost to the Federal Government. 

(2) ASSISTANCE BY FEDERAL FINANCING 
BANK.-ln selling loans to the public under 
subsection <a>, the Secretary of Agriculture 
shall use the Federal Financing Bank as an 
agent to sell the loans, unless the Secretary 
determines that the sale of loans directly by 
the Secretary will result in a higher rate of 
return to the Federal Government. If the 
Secretary determines to sell loans directly 
under this paragraph, the Secretary shall 
notify the Federal Financing Bank of such 
determination and the loans involved and, 
to the extent practicable, shall implement 
any reasonable recommendations that may 
be made by the Federal Financing Bank 
with respect to the procedures and terms 
applicable to the sale. 

(C) REPORTS TO CONGRESS.- • 
(1) NOTIFICATION OF INITIAL LOAN SALE.

Not less than 20 days before the initial sale 
of loans under subsection Ca), the Secretary 
of Agriculture shall submit a report to the 
Committee on Banking, Housing, and Urban 
Affairs of the Senate and the Committee on 
Banking, Finance and Urban Affairs of the 
House of Representatives containing an esti
mate of the amount of the discount at 
which loans will be sold at such initial sale 
and an estimate of · the discount at which 
loans will be sold at each subsequent sale 
during fiscal years 1988 and 1989. 

(2) REPORTS BY SECRETARY.-The Secretary 
of Agriculture shall submit periodic reports 
to the Committee on Banking, Housing, and 
Urban Affairs of the Senate and the Com
mittee on Banking, Finance and Urban Af
fairs of the House of Representatives set
ting forth the activities of the Secretary 
under this section. Each report shall include 
the guidelines established under subsection 
(b)(l), a description of the loans sold under 
subsection <a>. and an analysis of the net re
duction in outlays provided by the sale of 
the loans. The Secretary shall submit the 
first report under this paragraph not later 
than 60 days after the date of the enact-

ment of this Act, and shall submit subse
quent reports each 60 days thereafter 
through the end of fiscal year 1989. 

(3) REPORTS BY COMPTROLLER GENERAL.
The Comptroller General of the United 
States shall conduct an audit and evaluation 
of the activities of the Secretary of Agricul
ture described in each report submitted 
under paragraph <1> or (2), in accordance 
with such regulations as the Comptroller 
General may prescribe. The Comptroller 
General shall have access to such books, 
records, accounts, and other materials of 
the Secretary as the Comptroller General 
determines necessary to conduct each such 
audit and evaluation. The Comptroller Gen
eral shall submit to the Committee on 
Banking, Housing, and Urban Affairs of the 
Senate and the Committee on Banking, Fi
nance and Urban Affairs of the House of 
Representatives a report setting forth the 
results of each such audit and evaluation. 

(d) RELATION TO OTHER LAw.-The sale of 
loans under this section shall not be subject 
to paragraph <2> or <3> of section 517(d) of 
the Housing Act of 1949. 
SEC. 505. SALE OF EXPORT-IMPORT BANK LOANS. 

Section 16 of the Export-Import Bank Act 
of 1945 <12 U.S.C. 635 et seq.) is amended to 
read as follows: 
"SEC. 16. SALE OF BANK LOANS. 

"<a> REQUIRED SALES TO PuBLic.-The 
Board of Directors shall take such actions 
as may be necessary to ensure that loans 
made by the Bank under this Act are sold to 
the public in amounts sufficient to provide a 
net reduction in outlays of not less than 
$500,000,000 in fiscal year 1988 and 
$500,000,000 in fiscal year 1989 from the 
proceeds of such sales. 

"(b) PROCEDURES AND TERMS OF SALES.
"(1) ESTABLISHMENT OF GUIDELINES.-The 

Board of Directors shall establish specific 
guidelines for the sale of loans under sub
section <a>. The guidelines shall address the 
procedures and term applicable to the sale 
of the loans, including terms that will 
ensure that the sale of the loans will bring 
the highest possible return to the Federal 
Government. 

"(2) ASSISTANCE BY FEDERAL FINANCING 
BANK.-ln selling loans to the public under 
subsection <a>, the Board of Directors shall 
use the Federal Financing Bank as an agent 
to sell the loans, unless the Board of Direc
tors determines that the sale of loans direct
ly by the Export-Import Bank will result in 
a higher rate of return to the Federal Gov
ernment. If the Board of Directors deter
mines to sell loans directly under this para
graph, the Board shall notify the Federal 
Financing Bank of such determination and 
the loans involved and, to the extent practi
cable, shall implement any reasonable rec
ommendations that may be made by the 
Federal Financing Bank with respect to the 
procedures and terms applicable to the sale. 

"(C) REPORTS TO CONGRESS.-
"(1) NOTIFICATION OF INITIAL LOAN SALE.

Not less than 20 days before the initial sale 
of loans under subsection <a>, the Board of 
Directors shall submit a report to the Com
mittee on Banking, Housing, and Urban Af
fairs of the Senate and the Committee on 
Banking, Finance and Urban Affairs of the 
House of Representatives containing an es
timate of the amount of the discount at 
which loans will be sold at such initial sale 
and an estimate of the discount at which 
loans will be sold at each subsequent sale 
during fiscal years 1988 and 1989. 

"(2) REPORTS BY BANK.-The Board of Di
rectors shall submit periodic reports to the 
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Committee on Banking, Housing, and Urban 
Affairs of the Senate and the Committee on 
Banking, Finance and Urban Affairs of the 
House of Representatives setting forth the 
activities of the Board of Directors under 
this section. Each such report shall include 
the guidelines established under subsection 
Cb><l>, a description of the loans sold under 
subsection Ca>. and an analysis of the net re
duction in outlays provided by the sale of 
such loans. The Board of Directors shall 
submit the first report under this paragraph 
not later than 60 days after the date of the 
enactment of this Act, and shall submit sub
sequent reports each 60 days thereafter 
through the end of fiscal year 1989. 

"(3) REPORTS BY COMPTROLLER GENERAL.
The Comptroller General of the United 
States shall conduct an audit and evaluation 
of the activities of the Board of Directors 
described in each report submitted under 
paragraph Cl> or (2), in accordance with 
such regulations as the Comptroller Gener
al may prescribe. The Comptroller General 
shall have access to such books, records, ac
counts, and other materials of the Board of 
Directors as the Comptroller General deter
mines necessary to conduct each such audit 
and evaluation. The Comptroller General 
shall submit to the Committee on Banking, 
Housing, and Urban Affairs of the Senate 
and the Committee on Banking, Finance 
and Urban Affairs of the House of Repre
sentatives a report setting forth the results 
of each such audit and evaluation. 

"(d) SECURITIES LAws NOT APPLICABLE TO 
SALEs.-The sale of any loan under this sec
tion shall be deemed to be a sale of exempt
ed securities within the meaning of section 
3Ca>C2> of the Securities Act of 1933 <15 
U.S.C. 77cCa)(2)) and section 3Ca><12> of the 
Securities Act of 1934 <15 U.S.C. 78cCa>C12)). 
The Bank shall file with the Securities and 
Exchange Commission such annual and 
other reports with regard to such securities 
as the Commission shall determine to the 
appropriate in view of the special character 
of the Bank and its operations as may be 
necessary in the public interest or for the 
protection of investors.". 
SEC. 506. SALE OF COMMUNITY DEVELOPMENT 

LOANS. 
The Secretary of Housing and Urban De

velopment, under such terms as the Secre
tary shall prescribe, shall sell Community 
Development loans in such amounts as to 
realize net proceeds to the Government of 
not less than $120,000,000 in fiscal year 1988 
and $50,000,000 in fiscal year 1989. 
SEC. 507. SALE OF COLLEGE FACILITIES AND HOUS

ING LOANS. 
Section 783 of the Higher Education Act 

of 1965 is amended by striking out 
"$314,000,000" and inserting in lieu thereof 
"$414,000,000". 
SEC. 508. SALE OF BUREAU OF RECLAMATION 

LOANS. 
The Secretary of the Interior, under such 

terms as the Secretary shall prescribe, shall 
sell Bureau of Reclamation loans in such 
amounts as to realize net proceeds to the 
Government of not less than $130,000,000 in 
fiscal year 1988. 
SEC. 509. SALE OF MEDICAL FACILITIES LOANS. 

The Secretary of Health and Human Serv
ices, under such terms as the Secretary shall 
prescribe, shall sell Medical Facilities loans 
in such amounts as to realize net proceeds 
to the Government of not less than 
$40,000,000 in fiscal year 1988. 
SEC. 510. SALE OF BUREAU OF HEALTH MAINTE

NANCE LOANS. 
The Secretary of Health and Human Serv

ices, under such terms as the Secretary shall 

prescribe, shall sell Health Maintenance 
loans in such amounts as to realize net pro
ceeds to the Government of not less than 
$20,000,000 in fiscal year 1988. 
SEC. 511. PUBLIC FACILITIES LOAN SALES. 

Ca) IN GENERAL.-The Secretary of Hous
ing and Urban Development shall take such 
actions as may be necessary to ensure that 
loans made pursuant to title II of the Hous
ing Amendments of 1955 are sold to the 
public in amount sufficient to provide a net 
reduction in outlays of not less than 
$120,000,000 during fiscal year 1988, and 
$50,000,000 during fiscal year 1989. 

Cb) PROCEDURES AND TERMS OF SALEs.-The 
Secretary of Housing and Urban Develop
ment shall establish specific guidelines for 
the sale of loans under subsection Ca). The 
guidelines shall address the procedures and 
terms applicable to the sale of the loans, in
cluding the kinds of protections that should 
be provided to borrowers and terms that will 
ensure that the sale of the loans will be 
made at the lowest practicable cost to the 
Federal Government. 

(C) REPORTS TO CONGRESS.-The Secretary 
of Housing and Urban Development shall 
submit periodic reports to the Committee 
on Banking, Housing, and Urban Affairs of 
the Senate and the Committee on Banking, 
Finance and Urban Affairs of the House of 
Representatives setting forth the activities 
of the Secretary under this section. Each 
report shall include the guidelines estab
lished under subsection Cb), a description of 
the loans sold under subsection Ca), and an 
analysis of the net reduction in outlays pro
vided by the sale of the loans. The Secre
tary shall submit the first report under this 
subsection not later than 60 days after the 
date of enactment of this Act, and shall 
submit subsequent reports each 60 days 
thereafter through the end of fiscal year 
1989. 

Subtitle B-Other Provisions 
SEC. 511. EXTENSION OF REDUCTIONS UNDER SE

QUESTER ORDER. 
Notwithstanding any other provision of 

law (including any other provision of this 
Act>, the reductions in the amount of pay
ments required under title XVIII of the 
Social Security Act made by the final se
quester order issued by the President on No
vember 20, 1987, pursuant to section 252Cb) 
of the Balanced Budget Emergency Deficit 
Control Act of 1985 shall continue to be ef
fective <as provided by sections 252Ca><4>CB> 
and 256Cd)(2) of such Act> through-

(!) December 31, 1987, with respect to all 
such payments; and 

(2) January 15, 1987, with respect to pay
ments for physicians' services and durable 
medical equipment (and other nonphysician 
services reimbursed on a reasonable charge 
basis> under part B of such title. 
SEC. 512. INCREASE IN PENSION BENEFIT GUARAN

TY CORPORATION PREMIUM RATES. 
(a) GENERAL RULE.-Clause Ci) of section 

4006(a)(3)(A) of ERISA is amended by strik
ing out "$8.50" and inserting in lieu thereof 
"the sum of $14 plus the exposure-related 
premium <if any> determined under sub
paragraph <E>". 

(b) DETERMINATION OF EXPOSURE-RELATED 
PREMIUM.-Paragraph <3> of section 4006<a> 
of ERISA is amended by adding at the end 
thereof the following new subparagraphs: 

"<E><i> The exposure-related premium de
termined under this subparagraph with re
spect to any plan for any plan year shall be 
an amount equal to the amount determined 
under clause <ii> divided by the number of 
participants in such plan as of the close of 
the preceding plan year. 

"(ii) The amount determined under this 
clause for any plan year shall be an amount 
equal to $6.00 for each $1,000 of unfunded 
current liability under the plan as of the 
close of the preceding plan year. 

"(iii} For purposes of clause cm, the term 
'unfunded current liability' means, with re
spect to any plan year, the excess (if any) of 
the current liability under the plan over the 
value of the plan's assets determined under 
section 412<c><2> of the Internal Revenue 
Code of 1986 <reduced by any credit balance 
in the funding standard account> meaning 
given such term by section 412(1)(8)CA> of 
the Internal Revenue Code of 1986. 

"Civ><I> Except as provided in this clause, 
the aggregate increase in the premium pay
able with respect to any participant by 
reason of this subparagraph shall not 
exceed $70. 

"<II> In the case of any plan year begin
ning in a calendar year after 1988, the $70 
amount in subclause <I> shall be increased 
by the percentage <if any) by which the con
tribution and benefit base in effect during 
such calendar year under section 230 of the 
Social Security Act exceeds such contribu
tion and benefit base in effect during 1988. 

"(Ill) If an employer made contributions 
to a plan during 1 or more of the 5 plan 
years preceding the 1st plan year to which 
this subparagraph applies in an amount not 
less than the maximum amount allowable 
as a deduction with respect to such contri
butions under section 404 of such Code, the 
dollar amount in effect under subclause CD 
for the 1st 5 plan years to which this sub
paragraph applies shall be reduced by $10 
for each plan year for which such contribu
tions were made. The $10 amount under the 
preceding sentence shall be adjusted at the 
same time and the same manner as provided 
under subclause <II>. 

"Cv><D No additional premium shall be de
termined under this subparagraph with re
spect to any plan which has no more than 
100 participants on each day during the pre
ceding plan year. 

"CID In the case of a plan to which sub
clause <D does not apply and which did not 
have more than 150 participants on each 
day during the preceding plan year, the 
amount of the additional premium under 
this subparagraph for such plan year shall 
be equal to the product of such premium de
termined without regard to this subclause 
multiplied by 2 percent for each participant 
in excess of 100. 

"CIID For purposes of this clause, all 
single-employer plans maintained by the 
same contributing sponsor Cor any member 
of such contributing sponsor's controlled 
group) shall be treated as 1 plan. For pur
poses of the preceding sentence, the term 
'controlled group' means any group treated 
as a single employer under subsection Cb>. 
<c>. <m>, or (o) of section 414 of such Code. 

"(F) CURRENT LIABILITY.-For purposes of 
subparagraph <E>-

"(i) IN GENERAL.-The term 'current liabil
ity' means all liabilities to employees and 
their beneficiaries under the plan. 

"(ii) TREATMENT OF UNPREDICTABLE CONTIN· 
GENT EVENT BENEFITS.-

"(I) IN GENERAL.-For purposes of clause 
(i), any unpredictable contingent event ben
efit shall not be taken into account until the 
event on which the benefit is contingent 
occurs. 

"(II) UNPREDICTABLE CONTINGENT EVENT 
BENEFIT.-The term 'unpredictable contin
gent event benefit' means any benefit con
tingent on an event other than age, service, 
compensation, death, or disability, or an 
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event which is reasonably and reliably pre
dictable <as determined by the Secretary>. 

"(iii) INTEREST RATES USED.-
"(!) IN GENERAL.-The rate of interest used 

under the plan to determine costs shall be 
used to determine current liability. If such 
rate is not within the permissible range, the 
plan shall establish a new rate of interest 
within the permissible range to determine 
current liability. 

"(II) PERMISSIBLE RANGE.-For purposes of 
this subparagraph the term 'permissible 
range' means a rate of interest which is not 
more than 20 percent above, and not more 
than 20 percent below, the average Federal 
mid-term rate <within the meaning of sec
tion 1274<d> of the Internal Revenue Code 
of 1986) for the 3-year period ending on the 
last day before the beginning of the plan 
year <or, if shorter, the period for which a 
Federal mid-term rate was prescribed). The 
Secretary of the Treasury may prescribe 1 
or more indices for determining a rate of in
terest to be used in lieu of the average Fed
eral mid-term rate for purposes of the pre
ceding sentence. 

"(iv) CERTAIN SERVICE DISREGARDED.-
"( I) IN GENERAL.-ln the case of a partici

pant to whom this clause applies, unless the 
employer elects otherwise, only the applica
ble percentage of the years of service before 
such individual became a participant shall 
be taken into account in computing the cur
rent liability of the plan. 

"(II) APPLICABLE PERCENTAGE.-For pur
poses of this clause, the applicable percent
age shall be 100 percent, except that the ap
plicable percentage shall be zero in the case 
of an employee with less than 5 years of 
service. 

"(Ill) PARTICIPANTS TO WHOM SUBPARA
GRAPH APPLIES.-This clause shall apply to 
any participant who, at the time of becom
ing a participant has not accrued any other 
benefit under any defined benefit plan 
<whether or not terminated> maintained by 
the employer or a member of the same con
trolled group of which the employer is a 
member, and has years of service before 
such time in excess of the years of service 
required for eligibility to participate in the 
plan. 

(C) LIABILITY FOR PREMIUM.-
(!) IN GENERAL.-Section 4007 of ERISA is 

amended by striking out "plan administra
tor" each place it appears and inserting in 
lieu thereof "designated payor". 

(2) DESIGNATED PAYOR.-Section 4007 of 
ERISA is amended by adding at the end 
thereof the following new subsection: 

"(e)(l) For purposes of this section, the 
term 'designated payor' means-

"CA> the contributing sponsor or plan ad
ministrator in the case of a single-employer 
plan, and 

"CB> the plan administrator in the case of 
a multiemployer plan. 

"(2) If the designated payor of any single
employer plan is a member of a controlled 
group, each member of such group shall be 
jointly and severally liable for any premi
ums required to be paid by such designated 
payor. For purposes of the preceding sen
tence, the term 'controlled group' means 
any group treated as a single employer 
under subsection Cb), Cc), Cm), or Co> of sec
tion 414 of the Internal Revenue Code of 
1986." 

(d) DEPOSIT OF PREMIUMS INTO SEPARATE 
REVOLVING Fum>.-Section 4005 of ERISA 
<relating to establishment of Pension Bene
fit Guaranty funds) is amended by redesig
nating subsection (f) as subsection (g) and 
by inserting after subsection Ce> the follow
ing new subsection: 

"(f)(l) A seventh fund shall be established 
and credited with-

"<A> premiums, penalties, and interest 
charges collected under section 
4006<a><3><A><D <not described in subpara
graph <B» to the extent attributable to the 
amount of the premium in excess of $8.50, 

"CB> premiums, penalties, and interest 
charges collected under section 
4006<a><3><E>. and 

"CC> earnings on investments of the fund 
or on assets credited to the fund. 

"<2> Amounts in the fund shall be avail
able for transfer to other funds established 
under this section with respect to a single
employer plan but shall not be available to 
pay-

" CA> administrative costs of the corpora
tion, or 

"CB) benefits under any plan which was 
terminated before January 1, 1988, 
unless no other amounts are available for 
such payment. 

"(3) The corporation may invest amounts 
of the fund in such obligations as the corpo
ration considers appropriate." 

(e) EFFECTIVE DATE.-The amendments 
made by this section shall apply to plan 
years beginning after December 31, 1987. 
SEC. 513. VETERANS' HOME LOAN PROGRAM. 

(a) EXTENSION OF LoAN FEE.-Section 
1829<c> of title 38, United States Code, is 
amended by striking out "1987" and insert
ing in lieu thereof "1989". 

(b) REPEAL OF AUTHORITY To SELL CERTAIN 
HOME LoANS WITH RECOURSE.-Section 
1816<d> of title 38, United States Code, is 
amended by striking out paragraph (3). 

(C) INAPPLICABILITY OF PROVISIONS.-(1) 
The amendment made by subsection (a) 
shall not take effect if a law that makes the 
same amendment is enacted before the date 
of the enactment of this Act. 

<2> The amendment made by subsection 
Cb> shall not take effect if a law that makes 
the same amendment is enacted before the 
date of the enactment of this Act. 

GRAMM AMENDMENT NO. 1260 
Mr. GRAMM proposed an amend

ment, which was subsequently modi
fied, to the amendment No. 1254 to 
the bill <S. 1920), supra; as follows: 

Of the language proposed in amendment 
No. 1254, in section 9001Ca)(l)(A), strike 
"$292,000" and insert in lieu thereof 
"$291,300"; 

In section 900Ha><l><B>. strike "$285,400" 
and insert in lieu thereof "$284,100"; 

In section 900Hb><l><A>. strike "$162,900" 
and insert in lieu thereof "$161,000"; and 

In section 9001Cb><l><B>, strike "$176,800" 
and insert in lieu thereof "$175,000". 

PRESSLER <AND OTHERS> 
AMENDMENT NO. 1261 

Mr. PRESSLER (for himself, Mr. 
PELL, Mr. WARNER, Mr. STAFFORD, Mr. 
TRIBLE, Mr. MELCHER, Mr. DASCHLE, 
and Mr. ROTH) proposed an amend
ment to amendment No. 1254 proposed 
by Mr. BYRD (and others> to the bill 
<S. 1920), supra; as follows: 

In section 422<e><l> of the Higher Educa
tion Act of 1965, as added by section 610Ha> 
of the amendment, strike out "or" at the 
end of subparagraph CD), strike out the 
period at the end of subparagraph CE> and 
insert in lieu thereof a semicolon and "or", 
and add at the end thereof the following: 

"CF> the amount required to comply with 
reserve requirements and other obligations 
of contracts, as in effect on June 30, 1987 .". 

MELCHER AMENDMENT NO. 1262 
Mr. MELCHER proposed an amend

ment to amendment No. 1254 proposed 
by Mr. BYRD <and others> to the bill 
<S. 1920), supra; as follows: 

In section 4023 of the amendment, strike 
"Section" and insert in lieu thereof "(a) IN 
GENERAL.-Section" and add at the end 
thereof the following new subsection: 

(b) ADJUSTMENTS IN PREMIUM.-Notwith
standing any other provision of law, the 
Secretary of Health and Human Services 
shall, not later than April 1, 1988-

< 1) reduce <in accordance with section 
1839<e> of the Social Security Act> the 
amount of the premium under part B of 
title XVIII of such Act, otherwise in effect 
for 1988, to reflect the total amount of re
ductions in the benefits payable under such 
part for such year occurring by reason of 
the amendments made by this Act; and 

(2) further reduce such premium by an 
amount equal to the difference between the 
amount of such premium <as reduced by 
paragraph < 1 > > and the amount of such pre
mium <as so reduced> if established without 
regard to amounts allocated to the contin
gency reserve fund. 

JOHNSTON AMENDMENT NO. 
1263 

Mr. JOHNSTON proposed an 
amendment to amendment No. 1254 
proposed by Mr. BYRD <and others> to 
the bill S. 1920, supra; as follows: 

1. Subtitle A of Title II is amended to read 
as follows: 

"Subtitle A-Nuclear Waste 
SEC. 2001. That this subtitle may be cited 

as the "Nuclear Waste Policy Act Amend
ments Act of 1987". 

PROGRAM REDIRECTION 
SEC. 2002. The Nuclear Waste Policy Act 

of 1982 is amended at the end by adding a 
new title IV to read as follows: 

"TITLE IV-PROGRAM REDIRECTION 
"FINDINGS, PURPOSE AND DEFINITIONS 

"SEC. 401. FINDINGS.-(&) Congress finds 
that-

"<l > redirection of the program under 
titles I and II of this Act to provide for the 
sequential characterization of respository 
sites and the construction of a monitored re
trievable storage facility as part of an inte
grated nuclear waste management system 
will result in significant Federal budget sav
ings in fiscal years 1988, 1989, and 1990; 

"(2) such a redirection is required if the 
Secretary of Energy is to carry out in a 
timely fashion his responsibility under this 
Act to provide for the permanent disposal of 
spent nuclear fuel and high-level radioactive 
waste in a manner that protects the public 
health and safety and the environment; and 

"(3) it is appropriate that the Federal 
Government provide payments to Indian 
tribes, States and affected units of local gov
ernment within whose reservations or juris
diction, as the case may be, a repository or 
monitored retrievable storage facility will be 
cited under this title. 

"(b) PuRPOSE.-lt is the purpose of this 
title to-



December 10, 1987 CONGRESSIONAL RECORD-SENATE 34969 
"(1) direct the Secretary of Energy to 

select a single site that is suitable for char
acterization for the first repository and to 
proceed with characterization of that site; 

"(2) direct the Secretary to proceed with 
the construction of a monitored retrievable 
storage facility as part of an integrated nu
clear waste management system; and 

"(3) provide for benefits payments from 
the Waste Fund to any Indian tribe, State 
or unit of local government within whose 
reservation or jurisdiction, as the case may 
be, a repository or a monitored retrievable 
storage facility may be sited under this title. 

"(C) DEFINITION.-For the purposes of this 
title the term 'affected unit of local govern
ment' means the unit of local government 
with jurisdiction over the site of a reposi
tory or a monitored retrievable storage facil
ity. Such term may, at the discretion of the 
Secretary, include units of local government 
that are contiguous with such unit. 

"FIRST REPOSITORY SITE CHARACTERIZATION 
"SEc. 402. (a)(l) On or before January 1, 

1989, the Secretary shall select as the pre
ferred site for the first repository one of the 
sites previously selected for characterization 
as candidate sites for the first repository 
that the Secretary determines on the ba.Sis 
of available information to be the most suit
able for characterization as a repository. In 
selecting the preferred site under this sub
section, the Secretary shall give primary 
consideration to-

"<A> prospects for successfully licensing a 
repository at such site; 

"<B> potentially disqualifying factors at 
the site; 

"<C> potentially adverse impacts on the 
public health and safety and the environ
ment of locating a repository at such site; 
and 

"<D> the estimated cost of characteriza
tion, development and operation of reposi
tory at such site. 

"(2) In the period between the date of the 
enactment of this section and January 1, 
1989, the Secretary shall carry out at the 
sites previously selected for characterization 
as candidate sites for the first repository 
such activities as the Secretary determines 
would provide information useful in making 
the selection required under this subsection, 
including information on potentially dis
qualifying factors, except that the Secre
tary shall not initiate construction of an ex
ploratory shaft facility until such time as a 
preferred site is selected under this subsec
tion. 

"<b>U> Effective on the date of selection 
of a preferred site for the first repository 
under subsection <a>. the Secretary shall 
take all those actions required or contem
plated under this Act to assure that a repos
itory will be constructed and operated at 
such site at the earliest practicable date. 

"<2> Effective on such date of selection of 
a preferred site, the Secretary shall suspend 
work at other sites selected for characteriza
tion as candidate sites for the first reposi
tory. 

"<c> If the Secretary determines that the 
preferred site for the first repository select
ed under subsection (a) is not suitable for a 
repository, the Secretary shall-

"(1) immediately notify interested States 
and Indian tribes and Congress of such de
termination; 

"(2) suspend all future benefits payments 
under this title with respect to such site; 
and 

"(3) within 6 months after such determi
nation select a new site as the preferred site 
for the first repository from the sites re-

maining of those considered under subsec- titles I or III prior to or subsequent to a de
tion <a>. cision of the Secretary under subsection <a>. 

"(d) Effective on the date of selection paragraph <b><2>. or subsection <c>. 
under this section of any site as the pre- "(h) Within 1 year after the selection of 
ferred site for the first repository, the State any site a a preferred site for the first repos
in which the site is located shall be eligible itory under subsection <a>. the Secretary 
to enter into a benefits agreement with the shall report to Congress on the potential im
Secretary under section 404. pacts of locating a repository at such site, 

"(e)(l) Any decision by the Secretary including the recommendations of the Sec
under subsection (a), paragraph (b)(2), or retary for mitigation of such impacts and a 
subsection <c> shall be in writing, shall be statement of which impacts should be dealt 
available to Congress and the public, and is with by the Federal Government, which 
not subject to judicial review except as pro- should be dealt with by the State with State 
vided in this subsection. resources, including the benefits payments 

"(2) Any action for review of a decision by under section 404, and which should be a 
the Secretary may only be brought within joint Federal-State responsibility. The 
30 days after public notice of the decision. report under this subsection shall include 

"(3) The Temporary Emergency Court of the analysis of the Secretary of the authori
Appeals shall have exclusive jurisdiction to ties available to mitigate these impacts and 
review any action brought under this sub- . the appropriate sources of funds for such 
section. In reviewing any such action the mitigation. Potential impacts to be ad
court shall render its decision within 60 dressed in the report under this subsection 
days from the date that the action is filed shall include impacts on-
unless the court determines good cause "( 1) education, including facilities and per
exists for an extension. In such case the sonnel for elementary and secondary 
court may extend the time for its decision schools, community colleges, vocational and 
by not more than 30 days, and such exten- technical schools and universities; 
sion may be renewed no more than 2 times. "(2) public health, including the facilities 

"(4) In review of any decision under this and personnel for treatment and distribu
subsection, the scope of review shall be gov- tion of water, the treatment of sewage, the 
erned by the provisions of section 706 of control of pests and the disposal of solid 
title 5 of the United States Code, except waste; 
that subparagraphs <E> and <F> of para- "(3) law enforcement, including facilities 
graph (2) of such section 706 shall not and personnel for the courts, police and 
apply. sheriff's departments, district attorneys and 

"(5) Any person entitled to judicial review public defenders and prisons; 
under the provisions of section 702 of title 5 "(4) fire protection, including personnel, 
of the United States Code may bring an the construction of fire stations and the ac-
action under this subsection. quisition of equipment; 

"(f)(l) The decision of the Secretary to "(5) medical care, including emergency 
select a preferred site for a first repository services and hospitals; 
under subsection <a> shall include a detailed "(6) cultural and recreational needs, in
statement of the basis for such decision and eluding facilities and personnel for libraries 
shall be accompanied by an environmental and museums and the acquisition and ex
evaluation, as required herein. The environ- pansion of parks; 
mental evaluation shall include- "(7) distribution of public lands to allow 

"CA> a detailed analysis by the Secretary for the timely expansion of existing or cre
of the criteria required to be considered ation of new communities and the construc
under subsection (a); tion of necessary residential and commercial 

"(B) a comparative evaluation of the pre- facilities; 
ferred site with the other sites previously "(8) vocational training and employment 
selected for characterization as candidate services; 
sites for the first repository; "(9) social services, including public assist-

"(C) a description of the decision process ance programs, vocational and physical re
by which the preferred site was selected; habilitation programs, mental health serv
and ices and programs relating to the abuse of 

"CD> a summary of, and response to, com- alcohol and controlled substances; 
ment received. "(10) transportation, including any roads, 

"(2) Before preparing the environmental terminals, airports, bridges or railways asso-
evaluation, the Secretary shall- elated with the facility and the repair and 

"CA> solicit the comments of the National maintenance of roads, terminals, airports, 
Academy of Sciences; and bridges or railways damaged as a result of 

"CB> provide an opportunity for comment the construction, operation and closure of 
by the public. the facility; 

"(3) For a period of 2 years after the selec- "(11) equipment and training for State 
tion of a preferred site under this section and local personnel in the management of 
the Secretary shall preserve all writings, accidents involving high-level radioactive 
records of meetings, draft reports and stud- waste; 
ies, and other documents and recordings "<12> availability of energy; 
prepared by or for employees of the Depart- "(13) tourism and economic development, 
ment of Energy or by or for persons under including the potential loss of revenue and 
contract to such Department, relating to future economic growth; and 
the selection of such preferred site and the "(14) other needs of the State and local 
completion of the environmental evaluation governments that would not have arisen but 
with respect to such selection. Subject to for the characterization of the site and the 
existing law, the Secretary shall make these construction, operation and eventual closure 
documents available for inspection by any of the facility. 
person requesting to review the documents, "<DU> The Secretary, or his designee, 
at a reasonable time and place. The Secre- shall value land for leasehold or ownership 
tary shall provide for the photocopying of title for purposes of site characterization 
any such documents at a reasonable fee. and respository development in a manner 

"(g) Nothing in this section affects judi- that, in the opinon of the Secretary or such 
cial review of actions of the Secretary, the designee, addresses the unique geophysical 
President, or the Commission taken under attributes causing such land to be selected 
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as a candidate site for deep geologic disposal 
for high-level radioactive waste and spent 
nuclear fuel. 

"<2><A> The Secretary, in acquiring pri
vate land for site characterization and re
pository development under this Act, shall, 
to the extent practicable-

"(i) acquire such private land only after a 
site characterization plan has been issued 
under section 113; and 

"(ii) minimize the disruption of private 
use of lands in the vicinity of those ac
quired. 

"(B) Nothing in subparagraph <A> affects 
the authority of the Secretary to secure 
leasehold interest, easement, or right of way 
that the Secretary determines is necessary 
to carry out the purposes of subsection 
<a><2>. 

"(3) The Secretary shall offer any land
owner, or his heirs, first right to repurchase 
any land previously secured from such land
owner for site characterization or repository 
development, should the site be found un
suitable, and after the site has been fully re
claimed as required under section 113. 

"SITING OF MONITORED RETRIEVABLE STORAGE 
FACILITIES 

"SEC. 403. <a> The proposal of the Secre
tary <EC-1022, lOOth Congress> to locate a 
monitored retrievable storage facility at a 
site on the Clinch River irt the Roane 
County portion of Oak Ridge, Tennessee, 
with alternative sites on the Oak Ridge Res
ervations of the Department of Energy and 
on the former site of a proposed nuclear 
powerplant in Hartsville, Tennessee, is 
hereby annulled and revoked. In carrying 
out the provisions of this section the Secre
tary shall make no presumption or prefer
ence to such sites by reason of their previ
ous selection. 

"(b) During the period between the date 
of the enactment of this section and Janu
ary 1, 1989, the Secretary shall conduct a 
survey and evaluation of three potentially 
suitable sites in not less than 2 States for a 
monitored retrievable storage facility. In 
conducting such survey and evaluation, the 
Secretary shall consider the extent to which 
siting a monitored retrievable storage facili
ty at each site surveyed would-

"(1) enhance the reliability flexibility of 
the system for the disposal of spent nuclear 
fuel and high-level radioactive waste estab
lished under this Act; 

"(2) minimize the impacts of transporta
tion and handling of such fuel and waste; 

"(3) provide for public confidence in the 
ability of such system to safely dispose of 
the fuel and waste; 

"(4) impose minimal adverse effects on 
the local community and the local environ
ment; 

"(5) provide a high probability that the 
facility will meet applicable environmental, 
health, and safety requirements in a timely 
fashion; and 

"<6> provide such other benefits to the 
system for the disposal of spent nuclear fuel 
and high-level radioactive waste as the Sec
retary deems appropriate. 

"(c)(l) The Secretary may, on or before 
January 1, 1989, select as the site for a mon
itored retrievable storage facility any site 
that-

"<A> the Secretary determines to be suita
ble for a monitored retrievable storage facil
ity; and 

"<B><D is located in a State where the 
Governor and the legislature of such State 
request in writing such selection; or 

"(ii) is located on the reservation of an 
Indian tribe where the governing body of 
such tribe requests in writing such selection. 

"(2) The Secretary may make grants to 
any State, Indian tribe or unit of local gov
ernment to support an assessment of the 
feasibility of siting a monitored retrievable 
storage facility under this section at a site 
under the jurisdiction of such State, tribe, 
or government. 

"(3) The Secretary shall make every rea
sonable effort making use of authority 
under this title and under other law to en
courage requests and to secure a site under 
this subsection. 

"(d)(l) If the Secretary selects a site for a 
monitored retrievable storage facility under 
subsection (c), the Secretary, consistent 
with section 141, shall construct and oper
ate such facility as part of an integrated nu
clear waste management system and in ac
cordance with applicable agreements under 
this Act affecting such facility. 

"(2) Except as provided in subsection (1), if 
the Secretary does not select a site under 
subsection <c>, the Secretary, not earlier 
than January 1, 1989, but not later than Oc
tober 1, 1989, shall select the site evaluated 
under subsection <b> that the Secretary de
termines on the basis of available informa
tion to be the most suitable for a monitored 
retrievable storage facility that is an inte
gral part of the system for the disposal of 
spent nuclear fuel and high-level radioactive 
waste established under this Act. The Secre
tary shall promptly notify Congress and the 
appropriate State or Indian tribe of the se
lection under this paragraph. Such notifica
tion shall be accompanied by a report set
ting forth the Secretary's reasons for select
ing the site. 

"(e)(l) The selection of a site under sub
section (d)(2) shall be effective at the end of 
the 60-day period beginning on the date of 
notification under such subsection, unless 
the governing body of the Indian tribe on 
whose reservation such site is located, or, if 
the site is not a reservation, the Governor 
and the legislature of the State in which the 
site is located, has submitted to Congress a 
notice of disapproval with respect to such 
site. If any such notice of disapproval has 
been submitted under this subsection, the 
selection of the site under subsection (d)(2) 
shall not be effective except as provided 
under subsection 115(c). 

"(2) For purposes of carrying out the pro
visions of this subsection, references in sec
tion 115<c> to a repository shall be consid
ered to refer to a monitored retrievable stor
age facility and references to a notice of dis
approval of a repository site designation 
under subsection 116<b> or 118(a) shall be 
considered to refer to a notice of disapprov
al under this section. 

"<3> Once the selection of a site for a mon
itored retrievable storage facility is effective 
under this subsection, the Secretary, con
sistent with section 141, shall construct and 
operate such facility as part of an integrat
ed nuclear waste management system and in 
accordance with applicable agreements 
under this Act affecting such facility. 

"(f)(l) The Secretary shall study the need 
for and feasibility of 1 or more monitored 
retrievable storage facilities in addition to 
the facility authorized in this section. Such 
study shall examine the desirability of co
locating the site of a monitored retrievable 
storage facility for spent nuclear fuel from 
civilian nuclear activities with a site at 
which substantial volume of high-level ra
dioactive waste generated from atomic 
energy defense activities are located. Such 

study shall also include the development of 
a plan for the management of such high
level radioactive waste in a system that in
cludes 1 or more monitored retrievable stor
age facilities capable of storing both high
level radioactive waste and spent nuclear 
fuel. The Secretary shall report to Congress 
by April 1, 1989, on the results of the study 
under this paragraph. 

"<2> If the Secretary determines, on the 
basis of the study under paragraph < 1 ), that 
1 or more additional monitored retrievable 
storage facilities are in the public interest 
and are needed to fulfill the responsibilities 
of the Secretary under this Act, the Secre
tary shall notify Congress and potentially 
interested States and Indian tribes of such 
determination and shall submit to Congress 
site-specific proposals for the construction 
of the needed monitored retrievable storage 
facilities in accordance with the provisions 
of section 141 of this Act. 

"(g) Once selection of a site for a moni
tored retrievable storage facility is made 
under subsection <c> or is effective under 
subsection <e> or upon authorization by 
Congress of 1 or more sites for monitored 
retrievable storage facilities under subsec
tion (f), the Indian tribe on whose reserva
tion the site is located, or, in the case that 
the site is not located on a reservation, the 
State in which the site is located, shall be 
eligible to enter into a benefits agreement 
with the Secretary under section 404. 

"<h> The provisions of section 116<c> or 
118(b) with respect to grants, technical as
sistance, and other financial assistance shall 
apply to the State, to affected Indian tribes 
and to affected units of local government in 
the case of a monitored retrievable storage 
facility in the same manner as for a reposi
tory. 

"(i)(l > During the period between the date 
of the enactment of this subsection and Oc
tober 1, 1988, the Secretary shall conduct a 
study and evaluation of the use of dry cask 
storage technology at the sites of civilian 
nuclear power reactors for the temporary 
storage of spent nuclear fuel until such 
times as a permanent geologic repository 
has been constructed and licensed by the 
Commission and is capable of receiving 
spent nuclear fuel. The Secretary shall 
report to Congress on the study under this 
paragraph by October l, 1988. 

"(2) In conducting the study under para
graph <1> the Secretary shall-

"<A> consider the costs of dry cask storage 
technology, the extent to which dry cask 
storage on the site of civilian nuclear power 
reactors will affect human health and the 
environment, the extent to which storage 
on the sites of civilian nuclear power reac
tors affects the costs and risks of transport
ing spent nuclear fuel to a central facility 
such as a monitored retrievable storage fa
cility, and any other factors the Secretary 
considers appropriate; 

"<B> consider the extent to which 
amounts in the Waste Fund can be used, 
and should be used, to provide funds to con
struct, operate, maintain, and safeguard 
spent nuclear fuel in dry cask storage at the 
sites of civilian nuclear power reactors; 

"<C> consult with the Commission and in
clude the views of the Commission in the 
report under paragraph < 1>; and 

"<D> solicit the views of State and local 
governments and the public. 

"(j)(l) By April l, 1989, the Secretary 
shall submit to Congress a report that de
scribes the benefits of storing for at least 50 
years spent nuclear fuel compared to the 
current system design allowing such fuel to 
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age for 10 years prior to emplacement in a 
repository. Such report shall describe-

" CA> the changes in design of an integrat
ed nuclear waste management system; 

"(B) the effect on cost caused by imple
menting such long-term storage compared 
to the present system; 

"<C> the effect of long-term storage on the 
current schedule of the repository program 
calling for the acceptance of spent fuel in a 
repository by 2003; 

"CD> the increase in repository capacity as 
a result of reduced thermal load and the 
possibility of disposing the spent nuclear 
fuel likely to be produced in the foreseeable 
future in a single repository; 

"CE> the increase in assurance that trans
portation of aged spent nuclear fuel can be 
carried out safely; and 

"(F) the relative impact on public health 
and safety and the environment. 

"<2> In developing the report under para
graph <1 ), the Secretary shall consider the 
long-term storage and disposal practices for 
spent nuclear fuel and high-level radioactive 
waste of other nations that generate such 
fuel or waste. 

"(3) The Secretary shall seek public com
ment on the report under paragraph < 1) and 
shall submit any written comments to Con
gress as part of the report. 

"(k) For purposes of this section 'moni
tored retrievable storage facility' means a 
facility described in section 141(b)(l). 

"(l)(l)(A) There is established a MRS 
Review Commission (hereinafter in this sub
section referred to as the 'MRS Commis
sion'), which shall consist of three members 
who shall be appointed by and serve at the 
pleasure of the President pro tempore of 
the Senate and the Speaker of the House of 
Representatives. 

"<B> Members of the MRS Commission 
shall be appointed not later than thirty 
days after the date of the enactment of this 
subsection from among persons who as a 
result of training, experience and attain
ments are exceptionally well qualified to 
evaluate the need for a monitored retrieva
ble storage facility as a part of the Nation's 
nuclear waste management system. 

"(C) The MRS Commission shall prepare 
a report on the need for a monitored re
trievable storage facility as a part of a na
tional nuclear waste management system 
that achieves the purposes of this Act. In 
preparing the report under this paragraph, 
the MRS Commission shall-

"(i) review the status and adequacy of the 
Department's evaluation of the systems ad
vantages and disadvantages of bringing such 
a facility into the national radioactive waste 
disposal system; 

"(ii) obtain comment and available data 
on. the subject from affected parties, includ
ing States containing potentially acceptable 
sites; 

"(iii) evaluate the utility of such a facility 
from a technical perspective; and 

"(iv> make a recommendation to Congress 
as to whether such a facility should be in
cluded in the national nuclear waste man
agement system in order to achieve the pur
poses of this Act, including meeting needs 
for packaging and handling of spent nuclear 
fuel, improving the flexibility of the reposi
tory development schedule, and providing 
temporary storage of spent nuclear fuel ac
cepted for disposal. 

"(2) In preparing the report and making 
its recommendation under paragraph ( 1) 
the MRS Commission shall compare such a 
facility to the alternative of at-reactor stor
age of spent nuclear fuel prior to disposal of 

such fuel in a repository under this Act. 
Such comparison shall take into consider
ation the impact on-

"<A> repository design and construction; 
"CB> waste package design, fabrication and 

standardization; 
"(C) waste preparation; 
"(D) the waste transportation system; 
"(E) the reliability of the national system 

for the disposal of radioactive waste; 
"CF> the ability of the Secretary to fulfill 

contractual commitments of the Depart
ment under this Act to accept spent nuclear 
fuel for disposal; and 

"CG> economic factors, including the 
impact on the costs likely to be imposed on 
ratepayers of the Nation's electric utilities 
for temporary at-reactor storage of spent 
nuclear fuel prior to final disposal in a re
pository, as well as the costs likely to be im
posed on ratepayers of the Nation's electric 
utilities in building and operating such a fa
cility. 

"(3) The report under this subsection, to
gether with the recommendation of the 
MRS Commission, shall be transmitted to 
Congress between January 1, 1989 and Jan
uary 20, 1989. 

"( 4)(A)(i) If the recommendation of the 
MRS Commission under paragraph <l><D> is 
that the national nuclear waste manage
ment system should not contain a moni
tored retrievable storage facility, the Secre
tary may exercise his authority under sub
section (d)(2) unless Congress, within 90 cal
endar days of continuous session of Con
gress <as computed for purposes of section 
115) after transmission of the recommenda
tion of the MRS Commission under para
graph (3), passes, and there is enacted into 
law, a resolution disapproving the deploy
ment of a monitored retrievable storage fa
cility as a part of the national nuclear waste 
management system. 

"(ii) Any resolution under this subpara
graph shall be introduced ·within 30 days 
after the date of transmission of the recom
mendation of the MRS Commission under 
paragraph (3). Such a resolution shall be ex
pedited and considered by Congress in ac
cordance with the procedures for consider
ation of a resolution of repository siting ap
proval under subsections 115<d> through (g), 
except the 60-day period in section 115<d><3> 
shall be shortened to 30 days. 

"CB> In all other cases, the Secretary may 
exercise his authority under subsection 
(d)(2), after the report and recommendation 
of the MRS Commission has been transmit
ted to Congress. 

"(5)(A)(i) Each member of the MRS Com
mission shall be paid at the rate provided 
for level III of the Executive Schedule for 
each day (including travel time> such 
member is engaged in the work of the MRS 
Commission, and shall receive travel ex
penses, including per diem in lieu of subsist
ence in the same manner as is permitted 
under sections 5702 and 5703 of title 5, 
United States Code. 

"(ii) The MRS Commission may appoint 
and fix compensation, not to exceed the 
rate of basic pay payable for GS-18 of the 
General Schedule, for such staff as may be 
necessary to carry out its functions. 

"(B)(i) The MRS Commission may hold 
hearings, sit and act at such times and 
places, take such testimony and receive such 
evidence as the MRS Commission considers 
appropriate. Any member of the MRS Com
mission may administer oaths or affirma
tions to witnesses appearing before the 
MRS Commission. 

"(ii) The MRS Commission may request 
any Executive agency, including the Depart-

ment, to furnish such assistance or informa
tion, including records, data, files, or docu
ments, as the Commission considers neces
sary to carry out its functions. Unless pro
hibited by law, such agency shall promptly 
furnish such assistance or information. 

"(iii) To the extent permitted by law, the 
Administrator of the General Services Ad
ministration shall, upon request of the MRS 
Commission, provide the MRS Commission 
with necessary administrative services, fa
cilities, and support on a reimbursable basis. 

"<iv) The MRS Commission may procure 
temporary and intermittent services from 
experts and consultants to the same extent 
as is authorized by section 3109<b> of title 5, 
United States Code, at rates and under such 
rules as the MRS Commission considers rea
sonable. 

"CC> The MRS Commission shall cease to 
exist sixty days after the submission to Con
gress of the Report required under this sub
section. 

"CD> There are authorized to be appropri
ated to the MRS Commission to carry out 
the purposes of this subsection such sums as 
may be necessary. 

"BENEFITS AGREEMENTS 

"SEC. 404. (a)(l) The Secretary may enter 
into a benefits agreement with a State con
cerning a repository or with a State or an 
Indian tribe concerning a monitored retriev
able storage facility for the acceptance of 
high-level radioactive waste or spent nucle
ar fuel in that State or on the reservation of 
that tribe, as appropriate. The State or 
Indian tribe may enter into such an agree
ment only if the State Attorney General or 
the appropriate governing authority of the 
Indian tribe or the Secretary of the Interior 
in the absence of an appropriate governing 
authority, as appropriate, certifies to the 
satisfaction of the Secretary that the laws 
of the State or Indian tribe provide ade
quate authority for that entity to enter into 
the benefits agreement. Any benefits agree
ment with a State under this section shall 
be negotiated in consultation with affected 
units of local government in such State. 

"(2) Benefits and payments under this 
title may be made available only in accord
ance with a benefits agreement under this 
section. 

"(b) A benefits agreement entered into 
under subsection <a> may be amended only 
by the mutual consent of the parties to the 
agreement and terminated only in accord
ance with section 408. 

"<c> The Secretary shall offer to enter 
into a benefits agreement with the Gover
nor of the State containing the preferred 
site for the first repository. Any benefits 
agreement with a State under this subsec
tion shall be negotiated in consultation with 
any affected units of local government in 
such State. 

"(d) The Secretary shall offer to enter 
into a benefits agreement relating to a mon
itored retrievable storage facility with the 
governing body of the Indian tribe on whose 
reservation the site for such facility is locat
ed, or, if the site is not located on a reserva
tion, with. the Governor of the State in 
which the site is located and in consultation 
with affected units of local government in 
such State. 

"(e)(l) Only one benefits agreement for a 
repository under section 402 and only 1 ben
efits agreement for a monitored retrievable 
storage facility selected under section 403(c) 
or 403(d) may be in effect at any one time. 

"<2> If Congress authorizes one or more 
additional sites for monitored retrievable 
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storage facilities under section 403<f>, then 
only 1 benefits agreement for each such ad
ditional monitored retrievable storage facili
ty may be in effect at any one time. 

"(f) Decisions of the Secretary under this 
section are not subject to judicial review. 

"CONTENT OF AGREEMENTS 

"SEC. 405. <a><l> In addition to the bene
fits to which a State, an affected unit of 
local government or Indian tribe is entitled 
under titles I and III, the Secretary shall 
make payments to such State or Indian 
tribe that is a party to a benefits agreement 
under section 404 in accordance with the 
following schedule: 

"BENEFITS SCHEDULE 
[Amounts in million of dollars] 

Event MRS Repository 

"(4) the State or Indian tribe participate 
in the design of the repository or monitored 
retrievable storage facility and in the prepa
ration of documents required under law or 
regulation governing the effects of the facil
ity on the public health and safety. 

"(c) The Secretary shall make payments 
to the States or affected Indian tribes under 
this section from the Waste Fund. The sig
nature of the Secretary on a valid benefits 
agreement' under section 404 shall consti
tute a commitment by the United States to 
make payments in accordance with such 
agreement. 

"REVIEW PANEL 

"SEc. 406. <a> The Review Panel required 
to be established by section 405(b)(l) of this 
Act shall consist of a Chairman selected by 
the Secretary in consultation with the Gov
ernor of the State or governing body of the 
Indian tribe, as appropriate, and 6 other 

Annual payments prior to first spent fuel receipt ........... . 20 
50 

50 members as follows: 
100 "(1) two members selected by the Gover-Upon first spent fuel receipt ........................................... . 

Annual payments after first fuel receipt until closure 
of the facility .... ....... ................................ ................... . 50 

nor of the State or governing body of the 
lOO Indian tribe; 

------------------ "<2> two members selected by units of gen-
"For purposes of this subsection, the term

"<A> 'MRS' means a monitored retrievable 
storage facility, 

"<B> 'spent fuel' means high-level radioac
tive waste or spent nuclear fuel, and 

"(C) 'first spent fuel receipt' does not in
clude receipt of spent fuel or high-level ra
dioactive waste for purposes of testing or 
operational demonstration. 

"<2> Annual payments prior to first spent 
fuel receipt under this section shall be made 
on the date of execution of the benefits 
agreement and thereafter on the anniversa
ry date of such execution. Annual payments 
after first spent fuel receipt until closure of 
the facility shall be made on the anniversa
ry date of first spent fuel receipt. 

"(3) If the first spent fuel payment under 
this section is made within 6 months after 
the last annual payment prior to receipt of 
spent fuel, the first spent fuel payment 
shall be reduced by an amount equal to one
twelfth of such annual payment for each 
full month less than 6 that has not elapsed 
since the last annual payment. 

"<4> Notwithstanding paragraphs <1>, <2> 
or (3), no payments under this section may 
be made before January 1, 1989, and any 
payment due under this title before January 
1, 1989, shall be made on or after such date. 

"<5> Except as provided in this section, the 
Secretary may not restrict the purposes for 
which the payments under this section may 
be used. 

"(6) Any State receiving a payment under 
this section shall transfer not less than one
third portion of such payment to affected 
units of local government. A plan for this 
transfer · and appropriate allocation of such 
portion among such governments shall be 
included in the benefits agreement under 
section 404 covering such payments. In the 
event of a dispute concerning such plan, the 
Secretary shall resolve such dispute, consist
ent with this Act and applicable State law. 

"(b) A benefits agreement under section 
404 shall provide that-

"( 1) a Review Panel be established under 
section 406; 

"(2) the State or Indian tribe waive its 
rights under title I to disapprove a recom
mendation of its site for application for a fa
cility construction authorization; 

"(3) the parties to the agreement shall 
share with one another information rele
vant to the licensing process for the reposi
tory or monitored retrievable storage facili
ty, as it becomes available; and 

eral local government affected by the repos
itory or monitored retrievable storage facili
ty; 

"(3) one member to represent persons 
making payments into the Waste Fund, to 
be selected by the Secretary; and 

"(4) one member to represent other public 
interest, to be selected by the Secretary. 

"Cb> The members of the Review Panel 
shall serve for terms of 4 years each and, 
other than full-time employees of the Fed
eral Government, shall receive a per diem 
compensation for each day spent in meet
ings or conferences, or other work of the 
Review Panel, including their necessary 
travel or other expenses while engaged in 
the work of the Review Panel. 

"<2> Expenses of the panel shall be paid 
by the Secretary from the Waste Fund. 

"(c) The duties of the Review Panel are 
to-

"<l> advise the Secretary on matters relat
ing to the proposed repository or monitored 
retrievable storage facility, including issues 
relating to design, construction, operation, 
and decommissioning of the facility; 

"<2> evaluate performance, as it considers 
appropriate; 

"(3) recommend corrective actions to the 
Secretary; 

"(4) assist in the presentation of State or 
affected Indian tribe and local perspectives 
to the Secretary; and 

"(5) participate in the planning for and 
the review of preoperational data on envi
ronmental, demographic, and socioeconomic 
and conditions of the site and the local com
munity. 

"(d) The Secretary shall make available 
promptly any information in the Secretary's 
possession requested by the Panel or its 
Chairman. 

"<e> The requirements of the Federal Ad
visory Committee Act do not apply to a 
Review Panel established under this title. 

"SITING A SECOND REPOSITORY 

"SEc. 407. <a> While this title is in effect, 
the Secretary may not conduct site-specific 
activities with respect to a second repository 
unless Congress has specifically authorized 
and appropriated funds for such activities. 

"(b)(l) Notwithstanding section 
112<b><l><C>. the Secretary is not required 
to nominate sites for a second repository or 
to recommend to the President sites for a 
second repository. 

"(2) Notwithstanding section 114<a><2>. 
the President is not required to submit to 

Congress a recommendation of a site for a 
second repository. 

"(c) The Secretary shall report to the 
President and to Congress on or after Janu
ary l, 2007, but not later than January 1, 
2010, on the need for a second repository. 

"(d) Upon the date of the enactment of 
this section the Secretary shall phase out in 
an orderly manner within 6 months funding 
for all existing research programs designed 
to evaluate the suitability of crystalline 
rock as a potential repository host medium. 

"<e> In the event that the Secretary at 
any future time considers any sites in crys
talline rock for characterization or selection 
as a repository, the Secretary shall give con
sideration as a supplement to the siting 
guidelines under section 112 to potentially 
disqualifying factors such as-

"<1 >seasonal increases in population; 
"(2) proximity to public drinking water 

supplies, including those of metropolitan 
areas; and 

"(3) the impact characterization or siting 
decisions would have on lands owned or 
placed in trust by the Federal Government 
for Indian tribes. 

"TERMINATION 

"SEc. 408. <a> The Secretary may termi
nate a benefits agreement under this title 
if-

"(1) the site under consideration is dis
qualified for its failure to comply with 
guidelines and technical requirements estab
lished by the Secretary in accordance with 
this Act; or 

"(2) the Secretary determines that the 
Commission cannot license the facility 
within a reasonable time. 

"(b) A State or Indian tribe may termi
nate a benefits agreement under this title 
only if the Secretary disqualifies the site 
under consideration for its failure to comply 
with technical requirements established by 
the Secretary in accordance with this Act or 
the Secretary determines that the Commis
sion cannot license the facility within a rea
sonable time. 

"<c> Decisions by the Secretary under this 
section shall be in writing, shall be available 
to Congress and the public and are not sub
ject to judicial review. 

"MISCELLANEOUS PROVISIONS 

"SEc. 409. <a> This title does not affect the 
provisions of titles I and III of this Act 
except to establish an alternative procedure 
for the characterization and development of 
repositories and the siting of monitored re
trievable storage facilities. 

"Cb) The powers and duties of the Secre
tary under this Act are not affected by this 
title except as expressly stated in the title. 

"Cc> In implementing the authorities con
tained in this title, the National Environ
mental Policy Act of · 1969 shall not apply, 
except as provided in subsection (d). 

"Cd> Notwithstanding subsections <a> and 
(c), the requirements of title I with respect 
to the National Environmental Policy Act of 
1969 shall apply to a repository or moni
tored retrievable storage facility covered by 
a benefits agreement under section 404, 
except that the provisions of section 
114<a><l><D> and the provisions of the 
fourth and fifth sentences of section 114(f) 
of this Act requiring consideration of 3 sites 
for purposes of complying with the require
ments of the National Environmental Policy 
Act of 1969 shall not apply. 

"Ce) The Secretary shall offer to any 
State, Indian tribe or unit of local govern
ment within whose jursidiction a preferred 
site or a site for a monitored retrievable 
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storage facility is located under this title an 
opportunity to designate a representative to 
conduct on-site oversight activities at such 
site. Reasonable expenses of such represent
atives shall be paid out of the Waste Fund. 

''OVERSIGHT BOARD 

"SEC. 410. Ca> Within 30 days after the 
date of the enactment of this section, the 
Secretary shall seek to enter into a contract 
with the National Academy of Sciences 
<hereinafter in this section referred to as 
'the Academy'> for the purpose of establish
ing an oversight board under the auspices of 
the Academy to review and evaluate the sci
entific and technical adequacy of the Secre
tary's programs under this Act. 

"Cb) The oversight board established 
under this section shall consist of an appro
priate number of scientists, engineers, and 
other individuals determined to be qualified 
by the Academy. 

"(c) Activities of the Secretary to be re
viewed by the oversight board under this 
section include-

"Cl> activities under section 402(a)(2) re
lating to the information useful in selecting 
a preferred site; 

"(2) activities under section 402Cb)C2) re
lating to surface based testing at candidate 
sites that are not selected as the preferred 
site; 

"(3) the site characterization program at 
the preferred site; and 

"<4> such other activities involving signifi
cant scientific or technical issues as the 
Academy finds appropriate. 

"Cd> The oversight board shall establish 
procedures for the appropriate involvement 
in the work of the board by the Secretary, 
the Commission, affected States and affect
ed Indian tribes. In addition to other re
ports deemed appropriate by the Academy, 
the board shall provide an annual report on 
the status of the programs of the Secretary 
under this Act that have been reviewed by 
the board. All reports of the board shall be 
available to the Secretary, the Commission, 
and the public. 

"Ce> The expenses of the oversight board 
under this section shall be paid from the 
Waste Fund. 

"AUTHORIZATION OF APPROPRIATIONS 

"SEC. 411. There is authorized to be appro
priated from the Waste Fund for activities 
under the Nuclear Waste Policy Act of 
1982-

"(a) in fiscal year 1988, no more than 
$567 ,000,000; 

"Cb> in fiscal year 1989, no more than 
$545,000,000; and 

"Cc> in fiscal year 1990, no more than 
$484,000,000.". 

REPORTS 

SEC. 2003. The Nuclear Waste J:!olicy Act 
of 1982 is amended by inserting a new sec
tion 10 as follows: 

"REPORTS 

"SEC. 10. <a>< 1> Within 60 days after the 
date of the enactment of this section, the 
Secretary shall seek to enter into a contract 
with the National Academy of Sciences for a 
study of major facets of reprocessing of 
spent nuclear fuel, including economics, the 
impact of reprocessing on the potential for 
the proliferation of nuclear weapons and ef
fects of reprocessing on nuclear waste man
agement. The study shall include an analy
sis of the economics of reprocessing spent 
nuclear fuel that has been aged for 3 years, 
15 years, 30 years, and 50 years, and shall 
include a sensitivity analysis with respect to 
the price of uranium and the value of pluto-

nium and uranium recovered in reprocess
ing. This aspect of the study shall compare 
the lifecycle cost of a nuclear waste manage
ment program involving reprocessing and 
disposal of vitrified waste with a nuclear 
waste management program involving direct 
disposal of spent nuclear fuel. 

"(2) The Secretary shall submit the report 
of the National Academy of Sciences under 
this subsection to Congress by September 
30, 1989. 

"(3) Funds for work performed under this 
section shall be derived from available ap
propriations from the Waste Fund. 

"Cb> Within 270 days after the date of the 
enactment of this section, the Secretary 
shall report to Congress on subseabed dis
posal of spent nuclear fuel and high-level 
radioactive waste. The report under this 
subsection shall include-

"(!> an assessment of the current state of 
knowledge of subseabed disposal as an alter
native technology for disposal of spent nu
clear fuel and high-level radioactive waste; 

"C2> an estimate of the costs of subseabed 
disposal; 

"(3) an analysis of institutional factors as
sociated with subseabed disposal, including 
international aspects of a decision of the 
United States to proceed with subseabed dis
posal as an option for nuclear waste man
agement; 

"(4) a full discussion of the environmental 
and public health and safety aspects of sub
seabed disposal; 

"(5) recommendations on alternative ways 
to structure an effort in research, develop
ment and demonstration with respect to 
subseabed disposal; and 

"C6> the recommendations of the Secre
tary with respect to research, development 
and demonstration in subseabed disposal of 
spent nuclear fuel and high-level radioactive 
waste. 

"Cc> The comprehensive statement of the 
Secretary pursuant to section 114 shall in
clude a comparative analysis of the econom
ics of nuclear waste management strategies 
based on < 1) reprocessing spent fuel as a 
source of new fuel for light water reactors 
and the disposal of the resultant nuclear 
wastes and <2> direct disposal of spent fuel. 
Such analysis shall also compare the advan
tage and disadvantages of such strategies". 

TRANSPORTATION 

SEC. 2004. Subtitle A of title I of the Nu
clear Waste Policy Act of 1982 is amended 
by inserting at the end thereof a new sec
tion 126 as follows: 

''TRANSPORTATION 

"SEC. 126. Ca> No spent nuclear fuel or 
high-level radioactive waste may be trans
ported by or for the Secretary under this 
subtitle or under subtitle C except in pack
ages that have been certified for such pur
poses of the Commission. 

"(b) The Secretary shall abide by regula
tions of the Commission regarding advance 
notification of State and local governments 
prior to transportation of spent nuclear fuel 
or high-level radioactive waste under this 
subtitle or under subtitle C. 

"Cc> The Secretary shall provide technical 
assistance and funds to States for training 
for public safety officials of appropriate 
units of local government and Indian tribes 
through whose jurisdiction the Secretary 
plans to transport spent nuclear fuel or 
high-level radioactive waste under this sub
title or under subtitle C. Training shall 
cover procedures required for safe routine 
transportation of these materials, as well as 
procedures for dealing with emergency re-

sponse situations. The Waste Fund shall be 
the source of funds for work carried out 
under this subsection. 

"Cd> The Commission shall require actual 
test on a sample full-scale package, in addi
tion to any simulated tests, tests on scale 
models or engineered analysis as part of the 
certific~tion process of the Commission for 
package design for the transportation of 
spent nuclear fuel or high-level radioactive 
waste under this subtitle or under subtitle 
c. 

" ( e > The Commission shall conduct a 
survey of the packages for transportation or 
disposal of spent nuclear fuel or high-level 
radioactive waste used or intended to be 
used by other nations and report to Con
gress by January 1, 1989. The report under 
this subsection shall describe foreign de
signs and shall comment on the potential 
for such designs to meet or exceed applica
ble Commission regulations or standards for 
such transportation, storage or disposal. 

"Cf) There is hereby authorized to be ap
propriated such funds as may be necessary 
from the Nuclear Waste Fund, without 
fiscal year limitation, to the Secretary of 
Energy for use in the upgrading and con
struction of road and rail facilities to be uti
lized in the transportation of spent nuclear 
fuel and high-level radioactive waste within 
the State in which a repository is located 
under this Act. Obligation of such funas by 
the Secretary shall be on the basis of need 
as determined by the Secretary after consid
eration of the availability of alternative 
sources of funding. Obligations of funds 
under this subsection may be made only 
after consultation with the governor of such 
State.". 

SITE APPROVAL 

SEC. 2005. <a> Section 114Ca>C1> of the Nu
clear Waste Policy Act of 1982 is amended 
by-

(1) adding the phrase "and in subpara
graph CD" at the end of the fourth sentence 
thereof; 

(2) striking the word "and" at the end of 
subparagraph < G >; 

(3) striking the period after subparagraph 
CH> and inserting in lieu thereof "; and"; 
and 

<4> adding a new subparagraph CD as fol
lows: 

"CD a statement by the Secretary, after 
consultation with the Secretary of Defense, 
with regard to any site recommended under 
this section, that construction and oper
ation of a repository at such site would not 
seriously jeopardize the national security by 
reason of interference with national defense 
activities, if any, occurring nearby.". 

Cb> Section 116 is amended by adding a 
new subsection <e> as follows: 

"(e) ADJACENT STATES.-Effective on the 
date of the enactment of this subsection, a 
State may exercise the same rights and op
portunities to participate in the site selec
tion, review and approval process under this 
section as the State in which such candidate 
site selected for characterization for a re
pository is located if such State-

"( 1) borders on the State in which such 
candidate site is located; and 

"(2) lies contiguous to a river, waterway or 
aquifer whose flow, as determined by the 
Secretary of the Interior, passes adjacent to 
or underneath the site, and continues down
stream or down gradient to such bordering 
State.". 

CONSmERATION IN SITING FACILITIES 

SEC. 2006. Subtitle A of title I of the Nu
clear Waste Policy Act of 1982 is amended 
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by adding at the end thereof a new section 
127 as follows: 

"CONSIDERATION IN SITING FACILITIES 
"SEC. 127. The Secretary, in siting Federal 

research projects, shall give special consid
eration to proposals from States where a re
pository is located.". 

Sze. 2007. In the event that the Secretary 
undertakes characterization of a site at 
Yucca Mountain, Nevada, for a nuclear 
waste repository, under the Nuclear Waste 
Policy Act of 1982, as amended, such site 
characterization shall include research to 
examine the potential effects on such site of 
continued testing of nuclear weapons at the 
Nevada Test Site including, but not limited 
to, whether such testing would cause earth
quakes at such site, movement along faults 
affecting such site, or damage to such a re
pository if located at such site. 

SUBSEABED DISPOSAL 
SEC. 2008. (a) OFFICE OF SEABED DISPOSAL 

RESEARCH.-There is hereby established an 
Office of Subseabed Disposal Research 
within the Office of Energy Research of the 
Department of Energy. The Office shall be 
headed by a Director, who shall be a 
member of the Senior Executive Service ap
pointed by the Director of the Office of 
Energy Research, and compensated at a 
rate determined by applicable law. 

(b) FuNCTIONS OF DIRECTOR.-The Director 
of the Office of Subseabeds Disposal Re
search shall be responsible for carrying out 
research, development, and demonstration 
activities on all aspects of subseabed dispos
al of high level radioactive waste and spent 
nuclear fuel, subject to the general supervi
sion of the Secretary. The Director of the 
Office shall be directly responsible to the 
Director of the Office of Energy Research, 
and the first such Director shall be appoint
ed within thirty days of the date of enact
ment of this Act. 

<c> In carrying out his responsibilities 
under this Act, the Secretary may make 
grants to, or enter into contracts with, the 
Seabed Consortium described in subsection 
<d> of this section and other persons. 

(d) SEABED CONSORTIUM.-(!) Within 60 
days of the date of enactment of this Act, 
the Secretary shall establish a university
based Seabed Consortium involving leading 
oceanographic universities and institutions, 
national; laboratories, and other organiza
tions to investigate the technical and insti
tutional feasibility of subseabed disposal. 

(2) The Seabed Consortium shall develop 
a research plan and budget to achieve the 
following objectives by 1995. 

(i) demonstrate the capacity to identify 
and characterize potential subseabed dispos
al sites; 

(ii) develop conceptual designs for a sub
seabed disposal system, including estimated 
costs and institutional requirements; and 

<iii> identify and assess the potential im
pacts of subseabed disposal on the human 
and marine environment. 

(3) In 1990, and again in 1995, the Sub
seabed Consortium shall report to Congress 
on the progress being made in achieving the 
objectives of subparagraph (2). 

(e) ANNUAL REPORT.-The Director of the 
Office of Subseabed Disposal Research shall 
annually prepare and submit a report to the 
Congress on the activities and expenditures 
of the Office. 

(f) FuNDING AUTHORIZATION.-Such funds 
are hereby authorized to be appropriated as 
are necessary for carrying out the purposes 
of this section. 

AMENDMENTS TO THE TABLE OF CONTENTS 
SEc. 2009. The Table of Contents of the 

Nuclear Waste Policy Act of 1982 is amend
ed by-

<a> adding after "Sec. 9. Applicability." 
the following item: 
"Sec. 10. Reports."; 

<b> adding after "Sec. 125. Termination of 
certain provisions." the following items: 
"Sec. 126. Transportation. 
"Sec. 127. Consideration in Siting Facili

ties."; and 
<c> adding the following items at the end 

thereof: 
"TITLE IV-PROGRAM REDIRECTION 

"Sec. 401. Findings, Purpose and Defini
tions. 

"Sec. 402. First Repository Site Character
ization. 

"Sec. 403. Siting of Monitored Retrievable 
Storage Facilities. 

"Sec. 404. Benefits Agreements. 
"Sec. 405. Content of Agreements. 
"Sec. 406. Review Panel. 
"Sec. 407. Siting of Second Repository. 
"Sec. 408. Termination. 
"Sec. 409. Miscellaneous Provisions. 
"Sec. 410. Oversight Board. 
"Sec. 411. Authorization of Appropria

tions." 
2. In Title III, strike sections 3002 through 

3009 and section 3011, and renumber the re
maining sections of Title III accordingly. 

TRANSPORTATION OF PLUTONIUM BY 
AIRCRAFT THROUGH THE TERRI
TORY OR AIR SPACE OF THE UNITED 
STATES 
SEc. 2010. <a> Plutonium in any form may 

not be transported by aircraft from a for
eign nation to any foreign nation through 
the territory or air space of the United 
States unless such plutonium is transported 
in a package that has been certified safe by 
the Nuclear Regulatory Commission in ac
cordance with subsection (b) and all other 
applicable law. 

<b> The Nuclear Regulatory Commission 
shall-

( 1) conduct an actual crash test of a cargo 
aircraft traveling at maximum cruising 
speed, appropriately loaded with sample full 
scale packages containing test material; 

(2) conduct an actual drop test from maxi
mum cruising altitude of sample full scale 
package containing test material; and 

<3> certify that the package, samples of 
which were tested under paragraphs < 1 > and 
(2), is acceptably safe for use in the trans
port of plutonium by aircraft. 

(c)<l) The parameters of the tests under 
subsection Cb> shall be determined by the 
Nuclear Regulatory Commission after 
public notice and opportunity for comment. 

(2) The results of all tests under this sec
tion shall be available to the public.". 

DANFORTH AMENDMENT NO. 
1264 

Mr. DANFORTH proposed an 
amendment to amendment No. 1254 
proposed by Mr. BYRD <and others) to 
the bill S. 1920, supra; as follows: 

Strike Title I, beginning on page 2, line 1, 
through and including line 5 on page 9. 

HOLLINGS AMENDMENT NO. 1265 
Mr. HOLLINGS proposed an amend

ment to amendment No. 1254 proposed 

by Mr. BYRD <and others) to the bill S. 
1920, supra; as follows: 

On page 2, line 19, strike the comma and 
insert in lieu thereof a period. 

Strike all from line 20 on page 2 through 
line 2 on page 3. 

On page 3, line 7, strike", or 5". 
On page 3, strike lines 8 through 9 and 

insert in lieu thereof "of". 
Strike all from line 18 on page 6 through 

line 10 on page 7. 

MOYNIHAN <AND OTHERS) 
AMENDMENT NO. 1266 

Mr. MOYNIHAN (for himself, Mr. 
boLE, Mr. M.URKOWSKI, Mr. NUNN, Mr. 
D'AMATO, Mr. BUMPERS, Mr. STAFFORD, 
Mr. GORE, Mr. MITCHELL, Mr. KERRY, 
Mr. SIMON, Mr. DOMENICI, and Mr. 
BYRD) proposed an amendment to the 
bill S. 1920, supra; as follows: 

At the end of the bill add the following: 
TITLE -NATIONAL ECONOMIC 

COMMISSION 
ESTABLISHMENT OF COMMISSION 

SEC. . There is hereby established the 
National Economic Commission <hereafter 
in this title referred to as the "Commis
sion"). 

MEMBERSHIP 
SEc. <a><l>. The Commission shall be 

composed of twelve members until the 
meeting of the Presidential Electors in De
cember 1988 when it shall be expanded to 
fourteen members: 

(A) two citizens of the United States ap
pointed by the President; 

CB> one Senator and two citizens of the 
United States appointed by the President 
pro tempore of the Senate upon the recom
mendations of the Majority Leader of the 
Senate; 

CC> one Senator and one citizen of the 
United States appointed by the President 
pro tempore of the Senate upon the recom
mendation of the Minority Leader of the 
Senate; 

<D> one Member of the House of Repre
sentatives and two citizens of the United 
States appointed by the Speaker of the 
House of Representatives; 

(E) one Member of the House of Repre
sentatives and one citizen of the United 
States appointed by the Minority Leader of 
the House of Representatives; 

CF> two citizens of the United States ap
pointed by the President-elect as estab
lished by the allocation of electoral college 
votes in the Presidential election of Novem
ber 8, 1988. 

(2) Individuals appointed under paragraph 
(l)(A) may be officers or employees of the 
Executive Branch or may be private citi
zens. 

Individuals who are not members of Con
gress, and are appointed under subpara
graphs B, C, D, E and F of paragraph 1 shall 
be individuals who-

<A> are leaders of business or labor or per
sons with distinctive qualifications or expe-
rience, and · 

<B> are not officers or employees of the 
United States. 

SEC. . <a> Any vacancy on the Commis
sion shall not affect its powers, but shall be 
filled in the same manner in which the 
original appointment was made. 

Cb> The Commission shall elect a Chair
man from among the members of the Com
mission. 
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<c> A majority of the members of the 

Commission shall constitute a quorum for 
the transaction of business. 

(d) Each member of the Commission shall 
be entitled to one vote which shall be equal 
to the vote of every other member of the 
Commission. 

FUNCTIONS OF THE COMMISSION 
SEC. . <a> The Commission shall conduct 

a comprehensive study and review of the 
elements of Federal policy that have result
ed in the national debt and budget deficit. 

(b) The Commission shall make specific 
recommendations regarding: 

< 1 > methods to reduce the deficit, promote 
economic growth, and encourage savings 
and capital formation; 

<2> a means of ensuring that the burden of 
achieving our deficit reduction goals is equi
tably distributed and not borne dispropor
tionately by any one economic group, social 
group, region or state. 

(3) the current and prospective economic 
factors and developments in the United 
States that should be taken into account in 
making economic policy and increasing 
international competitiveness; and 

<4> the institutional arrangements re
quired to achieve the approrpriate coordina
tion, within the United States, for the 
making and implementation of economic 
policy. 

(c)(l) The commission shall submit to the 
President and to the Congress by no later 
than March 1, 1989, a final report on the 
study conducted under subsection <a> that 
contains a detailed statement of the find
ings and conclusions of the Commission, in
cluding its recommendations for administra
tive and legislative action which the Com
mission considers advisable. 

(2) Any recommendation made by the 
Commission to the President and to the 
Congress must be adopted by a majority 
vote of the members of the Commission 
who are present and voting. 

POWERS OF THE COMMISSION 
SEc. <a> The Commission may, for the 

purpose of carrying out the provisions of 
this title, hold such hearings and sit and act 
at such times and places, as the Commission 
may find advisable. 

<b> The Commission may adopt such rules 
and regulations as may be necessary to es
tablish its procedures and to govern the 
manner of its operations, organization, and 
personnel. 

(c)(l) The Commission is authorized to re
quest from the heads of executive and legis
lative departments, agencies, establishments 
or instrumentalities of the Federal Govern
ment such information as the Commission 
may require for the purpose of this title, 
and each such department, agency, estab
lishment, or instrumentality is authorized 
and directed to furnish, to the extent per
mitted by law, and subject to the exceptions 
set forth in the Freedom of Information 
Act, 5 USC 522, such information, sugges
tions, estimates, research, surveys, and sta
tistics directly to the Commission, upon re
quest made by the Chairman of the Com
mission. 

<2> Upon request of the Chairman of the 
Commission, the head of any Federal de
partment, agency, or instrumentality shall 
to the extent possible, and subject to his dis
cretion make any of the facilities and serv
ices of such department, agency, or instru
mentality available to the Commission and 
to the extent possible and subject to his dis
cretion detail any of the personnel of such 
department, agency, or instrumentality to 

the Commission, on a non-reimbursable 
basis, to assist the Commission in carrying 
out its duties under this title, provided that 
any expenses of the Commission incurred 
hereunder shall be subject to the limitation 
on total expenses set forth in section 6<b> of 
this title. 

<3> The Commission may use the United 
States mails in the same manner and under 
the same conditions as other departments 
and agencies of the United States. 

The Commission is authorized, to such 
extent and in such amounts as are provided 
in appropriation Acts, to enter into con
tracts with State agencies, private firms, in
stitutions, and individuals for the purpose 
of conducting research or surveys necessary 
to enable the Commission to discharge its 
duties under this title, subject, however, to 
the limitation on total expenses set forth in 
Section 6(b) of this title. 

The Commission shall be considered an 
"advisory committee" within the meaning 
of the Federal Advisory Committee Act 5 
USC App. 2, 3<2> 

(4) Subject to such rules and regulations 
as may be adopted by the Commission, the 
Chairman of the Commission subject to the 
limitation on total expenses set forth in Sec
tion 6(b) of this title shall have the power 
to-

< A> appoint, terminate, and fix the com
pensation <without regard to the provisions 
of title 5, U.S.C., governing appointments in 
the competitive service, and without regard 
to the provisions of chapter 51 and subchap
ter III of chapter 53 of such title, or of any 
other provision, or of any other provision of 
law, relating to the number, classification, 
and General Schedule rates> of an Execu
tive Director, and of such additional staff as 
the Chairman deems advisable to assist the 
Commission, at rates not to exceed a rate 
equal to the maximum rate for GS-18 of the 
General Schedule under section 5332 of 
such title. 

(5) Service of an individual as a member of 
the Commission, or employment of an indi
vidual by the Commission, with or without 
compensation, shall not be considered as 
service or employment bringing such indi
vidual within the provisions of any Federal 
law relating to conflicts of interest or other
wise imposing restrictions, requirements, or 
penalties in relation to the employment of 
persons, the performance of services, or the 
payment or receipt of compensation in con
nection with claims, proceedings or matters 
involving the United States. Service as a 
member of the Commission, or as an em
ployee of the Commission, shall not be con
sidered service in an appointive or elective 
position in the Government for purposes of 
section 8344 of title 5, U.S.C., or comparable 
provisions of Federal law. 

COMPENSATION OF MEMBERS 
SEc. . <a> Members of the Commission 

shall serve without any additional compen
sation for their work on the Commission. 
However, members appointed from among 
private citizens of the United States may be 
allowed travel expenses, including per diem, 
in lieu of subsistence, as authorized by law 
for persons serving intermittently in the 
government service to the extent funds are 
available therefore. 

Cb> The Commission shall have a staff 
headed by an Executive Director appointed 
by the Chairman. Any expenses of the Com
mission shall be paid from such funds as 
may be available to the Secretary of the 
Treasury. 

The total expenses of the Commission 
shall not exceed $1 million. Prior to the ter-

mination of the Commission, pursuant to 
Section 7 of this title, the General Account
ing Office shall conduct an audit of the 
Commission's financial books and records to 
determine that the limitation on expenses 
has been met, and shall include its determi
nation in an opinion to be included in the 
report of the Commission. 

TERMINATION OF COMMISSION 
SEc. . The Commission shall cease to 

exist on the date that is 30 days after the 
date on which the Commission submits its 
report. 

DECONCINI AMENDMENT NO. 
1267 

Mr. DECONCINI proposed an 
amendment to the bill S. 1920, supra; 
as follows: 

At the appropriate place, insert the fol
lowing new section: 
SEC. . EXTENSION OF ARIZONA HEALTH CARE 

DEMONSTRATION PROJECT. 
(a) RENEWED APPROVAL.-Notwithstanding 

any limitations contained in section 1115 of 
the Social Security Act, but subject to sub
sections <b> and <c> of this section, the Sec
retary of Health and Human Services <in 
this section referred to as the "Secretary") 
upon application shall renew until Septem
ber 30, 1989, approval of demonstration 
project number 11-P-98239/9-05 ("Arizona 
Health Care Cost Containment System
AHCCCS-A Statewide approach to cost ef
fective health care financing"), including all 
waivers granted by the Secretary under 
such section 1115 as of September 30, 1987. 

(b) TERMS AND CONDITIONS.-The Secre
tary's renewed approval of the project 
under subsection <a> shall-

<1 > subject to subsection (c), be on the 
same terms and conditions that existed be
tween the applicant and the Secretary as of 
September 30, 1987; and 

<2> remain in effect through September 
30, 1989, unless the Secretary finds that the 
applicant no longer complies with such 
terms and conditions. 

(C) PERMITTING ADDITIONAL WAIVERS AND 
CoVERAGE.-Nothing in this section shall be 
construed to prevent the applicant from 
seeking approval, in due course, from the 
Secretary-

< 1) for additional waivers under section 
1115 of the Social Security Act, 

<2> for coverage of additional optional 
groups, and 

(3) for coverage of long-term care and 
other services which were not covered as of 
September 30, 1987. 

BREAUX AMENDMENT NO. 1268 
Mr. BREAUX proposed an amend

ment to the bill S. 1920, supra; as fol
lows: 

At the end of Title III, add the following 
new section: 

"SEc. . Notwithstanding the limitation 
provided for in the third sentence of Section 
3 of the Tennessee Valley Authority Act of 
1933, as amended, the Tennessee Valley Au
thority is hereafter authorized to spend 
power revenues to pay salaries that exceed 
such limitation to not more than 25 key em
ployees, to be designated by the Tennessee 
Valley Authority Board of Directors on the 
basis of the need to attract or retain such 
employees in the management of the Auth
ority's nuclear power operations, provided 
that the total amount of such salary paid in 
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excess of such limitation shall not exceed 
$900,000 per year, said amount to be adjust
ed by the Board annually for inflation in 
the cost of living from the average for the 
calendar year 1987.". 

HEINZ AMENDMENT NO. 1269 
Mr. CHILES (for Mr. HEINZ) pro

posed an amendment to the bill S. 
1920, supra; as follows: 

Strike subsection Ck> of section 4041 of the 
amendment. 

RUDMAN AMENDMENT NO. 1270 
Mr. CHILES (for Mr. RUDMAN) pro

posed an amendment to the bill S. 
1920, supra; as follows: 

Strike subsection Cb> of section 5001 and 
insert in lieu thereof the following: 

"(b) CERTAIN PAY ADJUSTMENTS NOT APPLI
CABLE TO MEMBERS OF CONGRESS, AND OTHER 
SENIOR EXECUTIVE, LEGISLATIVE, AND JUDI
CIAL BRANCH OFFICERS.-

( 1 > For any pay period occurring in the 
fiscal year ending September 30, 1988, no 
adjustment in rates of pay made pursuant 
to section 5305 of title 5, United States 
Code, or the provisions of subsection <a> of 
this section, shall have the effect of increas
ing the rate of salary or basic pay for any 
office or position in the legislative, execu
tive, or judicial branch to a rate exceeding 
the rate <or maximum rate, if higher> of 
salary or basic pay payable for the office or 
position as of September 30, 1987 if, as of 
such date, such rate <or maximum rate> is-

<A> fixed at a rate which is equal to or 
greater than the rate of basic pay for Level 
V of the Executive Schedule under section 
5316 of title 5, United States Code, or 

<B> limited to a maximum rate which is 
equal to or greater than the rate of basic 
pay for level V <or to a percentage of such a 
maximum rate> by reason of section 5308 of 
title 5, United States Code, or any other 
provision of law or congressional resolution. 

<2> No rate of pay for any office or posi
tion shall be increased after September 30, 
1988, based on any increase by an adjust
ment that would have been received but for 
the provisions of paragraph < 1 ), unless such 
increase is provided pursuant to a law en
acted after the date of enactment of this 
Act. 

HATCH <AND KENNEDY) 
AMENDMENT NO. 1271 

Mr. CHILES (for Mr. HATCH, for 
himself and Mr. KENNEDY) proposed 
an amendment to the bill S. 1920, 
supra; as follows: 

Section 1891 of the Social Security Act, as 
added by the amendment made by section 
402l<i>O><A> of the amendment, is amend
ed-

(1 > in subsection <a>< 1>-
<A> by inserting "(A)'' after "(l)", 
<B> by striking "The" and inserting in lieu 

thereof "Subject to subparagraph (B), the", 
and 

<C> by adding at the end thereof the fol
lowing new subparagraph: 

"(B) The Secretary shall not enter into an 
agreement with a physician under this sec
tion to the extent-

"<D<I> the physician has entered into a 
contract with the Secretary pursuant to sec
tion 204<a>O> of the Public Health Service 
Amendments of 1987, and 

"<II> the physician has fulfilled or <as de
termined by the Secretary> is fulfilling the 
terms of such contract; or 

"(ii) the liability of the physician under 
such section 204<a>O> has otherwise been 
relieved under such section."; and 

<2> in paragraphs <l> and <2> of subsection 
Cb>, by striking "338D" each place it appears 
in such paragraphs and inserting in lieu 
thereof "338E". 

Section 1915<c> of the Social Security Act, 
as added by the amendment made by sec
tion 4021<i><2><B> of the amendment, is 
amended by striking "338D" and inserting 
in lieu thereof "338E". 

Section 402l<i><3> of the amendment is 
amended-

<1> by striking "<3><A>" and inserting in 
lieu thereof "(3)", 

(2) by striking "338D(b)(l)" and inserting 
in lieu thereof "338E<b><l>", and 

<3> by striking subparagraphs <B> and <C> 
and inserting in lieu thereof the following 
new subparagraph: 

<B> The amendment made by subpara
graph <A> shall become effective on the date 
of the enactment of this Act. 

BYRD <AND OTHERS> 
AMENDMENT NO. 1272 

Mr. CHILES (for Mr. BYRD, Mr. 
DOLE, Mr. CHILES, Mr. DOMENICI, Mr. 
BENTSEN, Mr. STENNIS, Mr. JOHNSTON, 
and Mr. HATFIELD) proposed an 
amendment to the bill <S. 1920), supra; 
as follows: 

Strike section 9010. 
On page 714, line 7, strike "section" and 

insert "title". 

BENTSEN AMENDMENT NO. 1273 
Mr. CHILES (for Mr. BENTSEN) pro

posed an amendment to the bill <S. 
1920), supra; as follows: 

In section 4033 of the amended bill, strike 
subsection <c> and insert in lieu thereof the 
following: 

(C) EFFECTIVE DATE.-
( 1 > The amendments made by subsection 

<a> shall apply with respect to services fur
nished on or after January 1, 1988. 

<2> The amendment made by subsection 
<b> shall become effective on January 1, 
1990. 

Section 4052<c><l> of the amended bill is 
amended by striking "has not attained the 
age of 6 <or any age designated by the State 
that exceeds 6 but does not exceed 8)" and 
inserting in lieu thereof "is age 6 or under 
<or is any age designated by the State that 
exceeds 6 but does not exceed 8>". 

Section 1915(d)(5)<B) of the Social Securi
ty Act, as added by section 410l<a>O><B> of 
the amended bill, is amended in clauses (i) 
and (ii) by striking "7 percent" each place it 
appears in such clauses and inserting in lieu 
thereof "7 percent times the number of 
years beginning after the base year and 
ending before the waiver year involved". 

In section 1902<a>OO><A><ii>CXI> of the 
Social Security Act, as added by section 4056 
of the amended bill, after "as established by 
the State" insert "pursuant to standards 
that are more restrictive than the standards 
for supplementary security income benefits 
under title XVI". 

In section 4107 of the amended bill, strike 
"shail not impose any reductions in pay
ments to States pursuant to section 1903(u) 
of the Social Security Act for any calendar 
quarter beginning before July 1, 1988" and 

insert in lieu thereof "shall not, after Sep
tember 30, 1987 and prior to July l, 1988, 
impose any reductions in payments to 
States pursuant to section 1903(u) of the 
Social Security Act <or pursuant to similar 
provisions of law in effect prior to the en
actment of section 1903(u))" 

HATFIELD AMENDMENT NO. 1274 
Mr. CHILES (for Mr. HATFIELD) pro

posed an amendment to the bill (S. 
1920), supra; as follows: 

At the appropriate place, add the follow
ing new section: 
SEC. . WHEAT ACREAGE DIVERSION. 

Effective only for the 1988 through 1990 
crops of wheat, section 107D<c><l><C> of the 
Agricultural Act of 1949 is amended-

<1 > in clause (i) by striking out "and <IV>" 
and inserting in lieu thereof "<IV>, and <V>"; 
and 

(2) in clause Cii>-
<A> by striking out "and <IV)'' in subclause 

I and inserting in lieu thereof "<IV>, and 
<V>"; and 

<B> by adding at the end thereof the fol
lowing new subclause: 

"(V) Effective for the 1988 crop, producers 
of wheat on a farm shall not be subject to 
the 50 percent planting requirement, and 
may devote all or any portion of the farm's 
1987 permitted wheat acreage to conserva
tion uses <or other uses as provided in sub
paragraph <K» under the program under 
this subparagraph, if the producers on the 
farm are prevented from planting such acre
age, if intended for wheat, to wheat for har
vest in 1988 because of a drought in 1987 
and the farm is located in a county in which 
producers were eligible to receive disaster 
emergency loans under section 321 of the 
Consolidated Farm and Rural Development 
Act <7 U.S.C. 1961> as a result of such disas
ter.". 

DODD <AND OTHERS) 
AMENDMENT NO. 1275 

Mr. CHILES (for Mr. DODD, for him
self, Mr. WEICKER, and Mr. MOYNIHAN) 
proposed an amendment to the bill <S. 
1920), supra; as follows: 

Strike section 4086 of the bill and insert in 
lieu thereof the following: 
SEC. 4086. WAIVER OF INPATIENT LIMITATIONS 

FOR THE CONNECTICUT HOSPICE. 
Subsection <a> of section 9307 of the Om

nibus Budget Reconciliation Act of 1986 is 
amended-

(1) by striking "Temporary" in the head
ing; and 

<2> by striking "for hospice care provided 
before October 1, 1988,". 

EVANS <AND ADAMS) 
AMENDMENT NO. 1276 

Mr. CHILES (for Mr. EVANS, for 
himself and Mr. ADAMS) proposed an 
amendment to the bill S. 1920, supra; 
as follows: 

At the appropriate place in the insert the 
following new section: 
"SEC. . DEMONSTRATION OF FAMILY INDEPEND

ENCE PROGRAM. 
"Ca> IN GENERAL.-Upon written applica

tion of the State of Washington <in this sec
tion referred to as the 'State'> and after the 
approval of such application by the Secre
tary, the State may conduct a Family Inde-
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pendence Demonstration Project <in this 
section referred to as the 'Project') in all or 
in part of the State in accordance with this 
section to determine whether the Project, as 
an alternative to providing benefits under 
the food stamp program, would more effec
tively break the cycle of poverty and would 
provide families with opportunities for eco
nomic independence and strengthened 
family functioning. 

"(b) NATURE OF PROJECT.-ln an applica
tion submitted under subsection <a>, the 
State shall provide the following: 

"<l) Except as provided in this section, the 
provisions of chapter 434 of the 1987 Wash
ington Laws, as enacted in May 1987, shall 
apply to the operation of the Project. 

"<2> All of the following terms and condi
tions shall be in effect under the Project: 

"(A)(i) Except as provided in clause <ii>, 
individuals with respect to whom benefits 
may be paid under part A of title IV of the 
Social Security Act, and such other individ
uals as are included in the Project pursuant 
to chapter 434 of the 1987 Washington 
Laws, as enacted in May 1987, shall be eligi
ble to participate in the Project in lieu of re
ceiving benefits under the food stamp pro
gram and cash assistance under any other 
Federal program covered by the Project. 

"(ii) Individuals who receive only child 
care or medical benefits under the Project 
shall not be eligible to receive food assist
ance under the Project. Such individuals 
may receive coupons under the food stamp 
program if eligible. 

"<B) Individuals who participate in the 
Project shall receive for each month an 
amount of cash assistance that is not less 
than the total value of the assistance such 
individuals would otherwise receive, in the 
aggregate, under the food stamp program 
and any cash-assistance Federal program 
covered by the Project for such month, in
cluding income and resource exclusions and 
deductions, and benefit levels. 

"<C)(i) The State may provide a standard 
benefit for food assistance under the 
Project, except that individuals who partici
pate in the Project shall receive as food as
sistance for a month an amount of cash 
that is not less than the value of the assist
ance such individuals would otherwise re
ceive under the food stamp program. 

"<ii> The State may provide a cash benefit 
for food assistance equal to the value of the 
thrifty food plan. 

"(D) Each month participants in the 
Project shall be notified by the State of the 
amount of Project assistance that is provid
ed as food assistance for such month. 

"(E) The State shall have a program to re
quire participants to engage in employment 
and training activities carried out under 
chapter 434 of the 1987 Washington Laws, 
as enacted in May, 1987. 

"(F) Food assistance shall be provided 
unde~ the Project-

"<l> t<> any individual who is accepted for 
partfcipatton in the progFatti,. Rot later tharll 
3·0- days dter such ittdividu!if @Plies to parJ 
tfoli>~ fni tift'e Pt6'Jeet;: 

"Cii'~ tc9 at\~ }5ariicip1in't fodhe petfod• tifiat 
begins· olf th"'e! d'a"tte! stich participant applies' 
to participate in the Project, except- th'at 
the amount of such assistance shall be re
duced to reflect the pro rata value of any 
coupons received under the food stamp pro
gram for such period for the benefit of such 
participant; and 

"<iii> until-
"CI> the participant's cash assistance 

under the Project is terminated; 
"<II> such participant is informed of such 

termination and is advised of the eligibility 

requirements for participation in the food 
stamp program; 

"<III> the State determines whether such 
participant will be eligible to receive cou
pons as a member of a household under the 
food stamp program; and 

"UV> coupons under the food stamp pro
gram are received by such participant if 
such participant will be eligible to receive 
coupons as a member of a household under 
the food stamp program. 

"<H>(i) Paragraphs <l><B>, <8>, <10), and 
<19) of section ll<e> of the Food Stamp Act 
of 1977 <7 U.S.C. 2020<e» shall apply with 
respect to the participants in the Project in 
the same manner as such paragraphs apply 
with respect to participants in the food 
stamp program. 

"<ii> Each individual who contacts the 
State in person during office hours to make 
what may reasonably be interpreted as an 
oral or written request to participate in the 
Project shall receive and shall be permitted 
to file on the same day that such contact is 
first made, an application form to partici
pate in the Project. 

"<iii> The Project shall provide for tele
phone contact by, mail delivery of forms to 
and mail return of forms by, and subsequent 
home or telephone interview with, elderly, 
physically or mentally handicapped, and 
persons otherwise unable, solely because of 
transportation difficulties and similar hard
ships, to appear in person. 

"(iv> An individual who applies to partici
pate in the Project may be represented by 
another person in the review process if the 
other person has been clearly designated as 
the representative of such individual for 
that purpose, by such individual or the 
spouse of such individual, and, if the appli
cation review process is concerned, the rep
resentative is an adult who is sufficiently 
aware of relevant circumstances, except 
that the State may-

"(!) restrict the number of individuals 
which may be represented by such person; 
and 

"<II> otherwise establish criteria and veri
fication standards for representation under 
this clause. 

"(v) The State shall provide a method re
viewing applications to participate in the 
Project submitted by, and distributing food 
assistance under the Project to, individuals 
who do not reside in permanent dwellings or 
who have no fixed mailing address. In carry
ing out the preceding sentence, the State 
shall take such steps as are necessary to 
ensure that participation in the Project is 
limited to eligible individuals. 

"(3) An assurance that the State will allow 
any individual to apply to participate in the 
food stamp program without applying to 
participate in the Project. 

"(4) An assurance that the cost of food as
sistance provided under the Project will not 
be such that the aggregate amount of pay
ments ma.de under this section by the Secre
tary to the State over the period of the 
Project will exceed the sum of-

"(A)1 the' anticipated• aggregate va.fue of 
the oouponsJ tiha:t would' have-~en dTutribut.-
ed ftnlfeY the rood staml)) pro~ it tfte: ini
dividuals who pli.rticilfa"™' irf filfe :PPoJect! -ft8(1 
participated insteadl in the~ food stamp pro-· 
gram; and 

"<B) the portion of the administrative 
costs for which the State would have re
ceived reimbursement under-

"(i) subsections <a> and (g) of section 16 of 
this Act <without regard to the first proviso 
to such subsection (g)) if the individuals 
who participated in the Project had partici-

pated instead in the food stamp program; 
and 

"<ii> section 16<h> of this Act if the indi
viduals who participated in the Project had 
participated in an employment and training 
program under section 6(d)(4) of this Act; 
except that this paragraph shall not be con
strued to prevent the State from claiming 
payments for additional households that 
would qualify for benefits under the food 
stamp program in the absence of a cash out 
of such benefits as a result of changes in 
economic, demographic, and other condi
tions in the State and subsequent changes 
in benefit levels approved by the State legis
lature. 

"(5) An assurance that the State will con
tinue to carry out the food stamp program 
while the State carries out the Project. 

"(6) If there is a change in existing State 
law that would eliminate guaranteed bene
fits or reduce the rights of applicants or en
rollees under this section during, or as a 
result of participation in, the Project, the 
Project shall be terminated. 

"(7) The Project shall include procedures 
and due process guarantees no less benefi
cial than those which are available under 
Federal law and under State law to partici
pants in the food stamp program. 

"<8><A> An assurance that, except as pro
vided in subparagraph <B>, the State will 
carry out the Project during a 5-yea.r period 
beginning on the date the first individual is 
approved for participation in the Project; 
and 

"(B) The project may be terminated 180 
days after-

"(i) the State gives notice to the Secretary 
that it intends to terminate the Project; or 

"<ii> the Secretary, after notice and an op
portunity for a hearing, determines that the 
State materially failed to comply with this 
section. 

"(c) FuNDING.-If an application submitted 
under subsection <a> by the State complies 
with the requirements specified in subsec
tion (b), then the Secretary shall-

"(1) approve such application; and 
"(2) from funds appropriated under this 

Act, pay the State for-
"<A> the actual cost of the food assistance 

provided under the Project; and 
"<B> the percentage of the administrative 

costs incurred by the State to provide food 
assistance under the Project that is equal to 
the percentage of the State's aggregate ad
ministrative costs incurred in operating the 
food stamp program in the most recent 
fiscal year for which data are available, 
which was paid under subsections <a>, (g), 
and <h> of section 16 of this Act. 

"(d)(l) PROJECT APPLICATION.-Unless and 
until an application to participate in the 
Project is approved, and food assistance 
under the Project is ma.de available to the 
applicant, such application shall-

''<A> also be treated as an application to 
participate in the food stamp program; and 

"<B) section U<e><9> shall apply with re
spect to such application. 

"<2> Coupons provided under the food 
stamp program with respect to an individual 
who-

"<A> is participating in such program; and 
"<B) applies to participate in the Project; 

may not be reduced or terminated because 
such individual applies to participate in the 
Project. 

"(3) For purposes of the food stamp pro
gram, individuals who participate in the 
Project shall not be considered to be mem-
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bers of a household during the period of 
such participation. 

"Ce> WAIVER.-The Secretary shall <with 
respect to the Project> waive compliance 
with any requirement contained in the Food 
Stamp Act of 1977 <other than this section> 
which <if applied) would prevent the State 
from carrying out the Project or effectively 
achieving its purpose. 

"(f) CONSTRUCTION.-For purposes of any 
other Federal, State or local law-

"( 1 > cash assistance provided under the 
Project that represents food assistance shall 
be treated in the same manner as coupons 
provided under the food stamp program are 
treated; and 

"(2) participants in the program who re
ceive food assistance under the Project shall 
be treated in the same manner as recipients 
of coupons under the food stamp program 
are treated. 

"(g) PROJECT AUDITS.-The Comptroller 
General of the United States shall-

"(l) conduct periodic audits of the oper
ation of the Project to verify the amounts 
payable to the State from time to time 
under subsection <b><4>; and 

"(2) submit to the Secretary of Agricul
ture, the Secretary of Health and Human 
Services, the Committee on Agriculture of 
the House of Representatives, and the Com
mittee on Agriculture, Nutrition, and For
estry of the Senate a report describing the 
results of each such audit. 

"(h) EvALUATION.-With funds appropri
ated under section 18(a)(l), the Secretary 
shall conduct, in consultation with the Sec
retary of Health and Human Services, an 
evaluation of the Project.". 

MELCHER AMENDMENT NO. 1277 
Mr. CHILES (for Mr. MELCHER) pro

posed an amendment to the bill S. 
1920, supra; as follows: 

FIXED THREE-YEAR RECYCLE PERIOD 
The bill is amended as follows: 
Cl> On page 43, line 3, the phrase "a 

period set by the Secretary not to exceed" is 
deleted; 

(2) On page 43, lines 24 through 25, the 
phrase "the Secretary under" is deleted. 

INOUYE <AND OTHERS> 
AMENDMENT NO. 1278 

Mr. CHILES (for Mr. INOUYE, for 
himself, Mr. BURDICK, Mr. SIMON, and 
Mr. BINGAMAN) proposed an amend
ment to the bill S. 1920, supra; as fol
lows: 
SECTION 1. CERTIFICATION AND RECERTIFICATION 

OF THE NEED FOR CERTAIN SERV
ICES. 

(a) MEDICARE CERTIFICATIONS AND RECERTI
FICATIONS FOR CERTAIN SERVICES.-Section 
1814<a> of the Social Security Act <42 U.S.C. 
1395f(a)) is amended-

<l >in paragraph <2> by striking "(2) a phy
sician" and inserting in lieu thereof "(2) a 
physician, or, in the case of services de
scribed in subparagraph <B>. a physician, or 
a nurse practitioner or clinical nurse special
ist who is not an employee of the facility 
but is working in collaboration with a physi
cian," and 

<2> in the matter following paragraph <7> 
by striking "a physician makes" and insert
ing in lieu thereof "a physician, nurse prac
titioner, or clinical nurse specialist <as the 
case may be) makes". 

(b) MEDICAID CERTIFICATIONS AND RECERTI
FICATIONS FOR CERTAIN SERVICES.-Section 

1902(a)(44) of such Act <42 U.S.C. 
1396a<a><44)) is amended-

<l> in subparagraph <A>-
<A> by striking "physician certifies" and 

inserting in lieu thereof "physician <or, in 
the case of skilled nursing facility services 
or intermediate care facility services, a phy
sician, or a nurse practitioner or clinical 
nurse specialist who is not an employee of 
the facility but is working in collaboration 
with a physician> certifies", and 

<B> by striking "the physician, or a physi
cian assistant or nurse practitioner under 
the supervision of a physician," and insert
ing in lieu thereof "a physician, a physician 
assistant under the supervision of a physi
cian, or, in the case of skilled nursing facili
ty services or intermediate care facility serv
ices, a physician, or a nurse practitioner or 
clinical nurse specialist, who is not an em
ployee of the facility but is working in col
laboration with a physician,"; and 

(2) in subparagraph <B> by striking "a 
physician;" and inserting in lieu thereof "a 
physician, or, in the case of skilled nursing 
facility services or intermediate case facility 
services, a physician, or nurse practitioner 
or clinical nurse specialist who is not an em
ployee of the facility but is working in col
laboration with a physician with a physi
cian;". 

(C) SUPERVISION OF HEALTH CARE FuR
NISHED IN SKILLED NURSING FACILITIES.
Section 186l(j)C4> of such Act <42 U.S.C. 
1395x(j)(4)) is amended-

(1) in subparagraph <A> by striking "a 
physician," and inserting in lieu thereof "a 
physician or a nurse practitioner or clinical 
nurse specialist working in collaboration 
with a physician,", and 

<2> in subparagraph CB> by striking "a 
physician" and inserting in lieu thereof "a 
physician or a nurse practitioner or clinical 
nurse specialist working in collaboration 
with a physician,". 

(d) DEFINITION.-
(1) Section 1861 of such Act (42 U.S.C. 

1395x> is amended by adding at the end 
thereof the following new paragraph: 

"Nurse Practitioner and Clinical Nurse 
Specialist 

"(ff)(l) An individual shall be treated as a 
nurse practitioner or clinical nurse specialist 
if the individual-

"<A> is licensed to practice professional 
nursing; 

"CB> performs such services as such indi
vidual is legally authorized to perform <in 
the State in which the individual performs 
such services> in accordance with State law 
<or the State regulatory mechanism provid
ed by State law>: and 

"CC)(i) is master's prepared in nursing; or 
"(ii) holds a masters degree in a related 

field and is certified or certified eligible by a 
national professional organization; or 

"<iii> has completed a nurse practitioner 
continuing education program and is certi
fied or certified eligible. 

"(2) A nurse practitioner or clinical nurse 
specialist works in collaboration with a phy
sician where the nurse and physician act 
pursuant to an agreement that allocates re
sponsibility for decisions and actions, but 
allows each professional to retain resp9nsi
bility for their respective actions and 
engage in such actions independently.". 

<2> Section 186l<aa> of such Act (42 U.S.C. 
1395x<aa» is amended in paragraph t3>

<A> by striking "and the term nurse practi
tioner" and "or nurse practitioner". and 

CB> by striking "mean" and inserting in 
lieu thereof "means". 

(3) Section 1861Cs)(2)(H) of such Act <42 
U.S.C. 1395x<s><2><H» is amended in clause 

(i) by striking "physician assistant or by a 
nurse practitioner <as defined in subsection 
<aa>C3))" and inserting in lieu thereof "phy
sician assistant <as defined in subsection 
Caa)(3)) or by a nurse practitioner". 

(e) EFFECTIVE DATE.-
( 1 > The amendments made by subsections 

(a), <c>, and Cd> of this section shall apply to 
items and services furnished on or after the 
date of enactment of this Act. 

<2><A> Except as provided in subparagraph 
CB>, the amendments made by subsection 
(b) shall apply to medical assistance provid
ed on or after the date of enactment of this 
Act. 

<B> In the case of a State plan for medical 
assistance under title XIX of the Social Se
curity Act which the Secretary of Health 
and Human Services determines requires 
State legislation in order for the plan to 
meet the additional requirements of the 
amendments made by subsection Cb), the 
State plan shall not be regarded as failing to 
comply with the requirements of such title 
solely on the basis of its failure to meet the 
additional requirements before the first day 
of the first calendar year beginning after 
the close of the first regular session of the 
State legislature that begins after the date 
of the enactment of this Act. 
SEC. 2. COVERAGE OF CERTAIN ITEMS AND SERV

ICES FURNISHED BY A NURSE PRACTI· 
TIONER OR CLINICAL NURSE SPE
CIALIST. 

(a) PAYMENT OF BENEFITS.-Section 
1833<a><2> of the Social Security Act (42 
U.S.C. 1395Ca)(2)) is amended-

(1) in subparagraph CB> by striking "CC> or 
<D>" and inserting in lieu thereof "CC>, CD), 
or CE)", 

(2) in subparagraph <C> by striking "and", 
<3> in subparagraph <D> by inserting 

"and" after "tests,", and 
<4> by adding at the end thereof the fol

lowing new subparagraph: 
"CE> with respect to items and services de

scribed in section 186l<s><2><L>, the amount 
paid shall be equal to 100 percent of the 
amount determined as the reasonable 
charge for such items and services under 
section 1842Cb)( 10)." 

(b) CONTRACTS WITH CARRIERS.-Section 
1842Cb) of such Act <42 U.S.C. 1395u(b)) is 
amended by adding at the end thereof the 
following new paragraph: 

"(13) In providing payment for the items 
and services described in section 
186l<s><2><L>, each carrier shall require that 
payment be made in the manner described 
in paragraph <3><B><ti>, except that the rea
sonable charge shall be determined as 75 
percent of the prevailing charge paid for 
similar items and services in the same locali
ty.". 

(C) DEFINITION.-Section 186l(s)(2) of 
such Act (42 U.S.C. 1395x(s)(2)) is a.mend
ed-

(1) by striking "and" at the end of sub
paragraph <J>, 

(2) by adding "and" at the end of subpara
graph CK>. and 

(3) by adding at the end thereof the fol
lowing new subparagraph: 

"(L) services furnished by a nurse practi
tioner or clinical nurse specialist in a skilled 
nursing facility and services and supplies 
furnished as an incident to such services;". 

(ti) CONFORMING CHANGE.-Section 186l(h) 
of such Act H2 U.S.C. 1395x<h» is amended 
by inserting ", and excluding any item or 
service described in subsection (s)(2)(L)" 
before the period. 

(e) EFFECTIVE DATE.-The amendments 
made by this section shall apply to items 
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and services furnished on or after the date 
of enactment of this Act. 
SEC. 3. COVERAGE OF CERTAIN ITEMS AND SERV· 

ICES FURNISHED BY A NURSE PRACTI· 
TIONER OR CLINICAL NURSE SPE
CIALIST. 

(a) IN GENERAL.-Section 1905(a) of the 
Social Security Act (42 U.S.C. 1396d<a>> is 
amended in paragraph (5)-

(1) by inserting "<A>" after the paragraph 
designation; and 

(2) by striking "elsewhere;" and inserting 
in lieu thereof "elsewhere; and <B> services 
furnished in an intermediate care facility or 
skilled nursing facility by a nurse practition
er or clinical nurse specialists <as defined in 
section 186Hff)(l)) working in collaboration 
with a physician;". 

(b) EFFECTIVE DATE.-
(1) Except as provided in paragraph <2>. 

the amendments made by this section shall 
apply to medical assistance provided on or 
after the date of enactment of this Act. 

(2) In the case of a State plan for medical 
assistance under title XIX of the Social Se
curity Act which the Secretary of Health 
and Human Services determines requires 
State legislation in order for the plan to 
meet the additional requirements of the 
amendments made by this section, the State 
plan shall not be regarded as failing to 
comply with the requirements of such title 
solely on the basis of its failure to meet the 
additional requirements before the first day 
of the first calendar year beginning after 
the close of the first regular session of the 
State legislature that begins after the date 
of the enactment of this Act. 

SEc. 4. The Secretary shall issue such 
rules and regulations which will ensure that 
this provision is implemented in a budget 
neutral manner. The Secretary is author
ized to reduce the levels of payments that 
would otherwise be paid to ensure budget 
neutral implementation. 

AUTHORITY FOR COMMITTEES 
TO MEET 

COMMITTEE ON BANKING, HOUSING, AND URBAN 
AFFAIRS 

Mr. BYRD. Mr. President, I ask 
unanimous consent that the Commit
tee on Banking, Housing, and Urban 
Affairs, be allowed to meet during the 
session of the Senate Thursday, De
cember 10, 1987, to continue hearings 
on S. 1886, the Financial Moderniza
tion Act of 1987, and S. 1891, the Fi
nancial Services Oversight Act. 

The PRESIDING OFFICER. With
out objection, it is so ordered. 

COMMITTEE ON ARMED SERVICES 

Mr. BYRD. Mr. President, I ask 
unanimous consent that the Commit
tee on Armed Services be authorized 
to meet during the session of the 
Senate on Thursday, December 10, 
1987, in open session to consider the 
nomination of Kenneth P. Bergquist 
to be Assistant Secretary of Defense 
for Special Operations and Low Inten
sity Conflict. 

The PRESIDING OFFICER. With
out objection, it is so ordered. 

COMMITTEE ON FOREIGN RELATIONS 

Mr. BYRD. Mr. President, I ask 
unanimous consent that the Commit
tee on Foreign Relations be authorized 
to meet during the session of the 

Senate on Thursday, December 10, 
1987, to hold a nomination hearing for 
Richard H. Melton to be Ambassador 
to Nicaragua. 

The PRESIDING OFFICER. With
out objection, it is so ordered. 

SUBCOMMITTEE ON COMMUNICATIONS 

Mr. BYRD. Mr. President, I ask un
aninous consent that the Subcommit
tee on Communications of the Com
mittee on Commerce, Science, and 
Transportation, be authorized to meet 
during the session of the Senate on 
December 10, 1987, at 2 p.m. to hold 
oversight hearing on the modified 
final judgment. 

The PRESIDING OFFICER. With
out objection, it is so ordered. 

SUBCOMMITTEE ON ENVIRONMENTAL 
PROTECTION 

Mr. BYRD. Mr. President, I ask 
unanimous consent that the Subcom
mittee on Environmental Protection, 
Committee on Environment and 
Public Works, be authorized to meet 
during the session of the Senate on 
Thursday, December 10, beginning at 
2 p.m., to conduct a hearing on S. 
1840, a bill to amend the Refuge Ad
ministration Act to designate the 
coastal plain of Arctic National Wild
life Refuge as a wilderness, and relat
ed matters. 

The PRESIDING OFFICER. With
out objection, it is so ordered. 

SUBCOMMITTEE ON LABOR 

Mr. BYRD. Mr. President, I ask 
unanimous consent that the Subcom
mittee on Labor of the Committee on 
Labor and Human Resources, be au
thorized to meet during the session of 
the Senate on Thursday, December 10, 
1987, at 2:30 p.m. to conduct a hearing 
on S. 1346, "Performing Arts Labor 
Relations Amendments." 

The PRESIDING OFFICER. With
out objection, it is so ordered. 

SUBCOMMITTEE ON ANTITRUST, MONOPOLIES, 
AND BUSINESS RIGHTS 

Mr. BYRD. Mr. President, I ask 
unanimous consent that the Subcom
mittee on Antitrust, Monopolies, and 
Business Rights of the Committee on 
the Judiciary, be authorized to meet 
during the session of the Senate on 
December 10, 1987, to hold a hearing 
on computer reservation systems. 

The PRESIDING OFFICER. With
out objection, it is so ordered. 

SUBCOMMITTEE ON SUPERFUND AND 
ENVIRONMENTAL OVERSIGHT 

Mr. BYRD. Mr. President, I ask 
unanimous consent that the Subcom
mittee on Superfund and Environmen
tal Oversight, Committee on Environ
ment and Public Works, be authorized 
to meet during the session of the 
Senate on Thursday, December 10, to 
conduct a hearing to examine the 
question of delays and inefficiencies in 
the Superfund Program. 

The PRESIDING OFFICER. With
out objection, it is so ordered. 

ADDITIONAL STATEMENTS 

THE PRESIDENT'S "MINIONS 
AND FAVORITES" 

e Mr. METZENBAUM. Mr. President, 
in light of our celebration of the bicen
tennial of the signing of the Constitu
tion, I would like to take a moment to 
mention an interesting book that ex
amines its history. "To Form a More 
Perfect Union," by Willard Weiss, 
combines both historical research with 
keen analysis to reveal much about 
the actual working of the Constitu
tion. By looking at the Constitution 
through the eyes of national leaders 
from the past 200 years, Weiss offers 
many interesting insights into the in
herent strengths and weaknesses of 
this important document. 

Perhaps the most important point 
made in this book is reflected in a 
comment made by George Mason. 
Mason refused to sign the Constitu
tion because he feared that it created 
a government run by "minions ~nd fa
vorites." Weiss points out that subse
quently, these minions and favorites, 
mostly top Presidential aids, have 
often acted on the President's behalf, 
even without his knowledge or con
sent. 

This problem became all too clear 
this summer as we all witnessed the 
proceedings of the Iran-Contra hear
ings. One of the key questions that 
was asked was: Did the President 
know, and if so, when did he know? 

In the conduct of our most sensitive 
foreign policy, the President must be 
fully aware of the design and execu
tion of such policy. Sadly, however, 
this President's "minions and favor
ites" have almost entirely taken over 
the policymaking process, often ex
cluding the President from this impor
tant process. George Mason's com
ments were, indeed, prophetic. 

Mr. President, this book makes in
teresting reading for all those in 
search of a bright, new perspective on 
our Constitution.• 

CONGRESSIONAL OVERSIGHT 
OF INTELLIGENCE ACTIVITIES 

e Mr. DECONCINI. Mr. President, 
just about a year ago this country was 
shocked to learn the United States 
had sold arms to Iran, a prime sponsor 
of international terrorism, whose as
sistance made possible terrorist at
tacks resulting in the deaths of U.S. 
citizens in Lebanon and elsewhere. 
These arms sales were carried out in 
direct contravention of established 
U.S. policy. 

This alarming news was closely fol
lowed by the revelation that proceeds 
from these arms sales were used to 
fund the Contras. The legality of 
these acts is highly questionable, but 
there is no doubt that the intent of 
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U.S. law was violated and our demo
cratic processes subverted; the rule of 
men was substituted for the rule of 
law. In both instances, because the law 
was circumvented and the Congress, as 
well as foreign service and intelligence 
professionals, were ignored, our de
mocracy was Jeopardized and U.S. for
eign policy damaged. 

In today's dangerous world the 
United States needs a strong, effective 
intelligence capacity upon which to 
build and carry out its foreign policy 
goals. These goals can best be achieved 
if the procedures governing the initi
ation and execution of intelligence ac
tivities are spelled out in clear and 
concise terms. 

While recent executive branch 
action has produced guidelines which 
greatly diminish the ambiguities 
which previously existed, such guide
lines require the force of law to ensure 
they will be binding on the intelli
gence activities not only of this admin
istration, but on those which follow as 
well. 

Congressional notification of covert 
actions, or special activities, emerged 
as a central issue of the Iran-Contra 
controversy. Had Congress been noti
fied, such an ill-conceived policy might 
have been averted. There are and have 
been numerous covert activities for 
which appropriate notification of the 
Congress, through its Intelligence 
Committees, has been made without 
any improper disclosures. 

Public support of any government 
initiative is essential to its success. As 
the branch of Government most close
ly responsible to the citizens of this 
country, it is the Congress which is in 
the best position to judge popular sup
port of Government policy. Therefore, 
the law must be lucid about when and 
who in the Congress should be noti
fied of a planned covert action. 

In October, I joined Senator CoHEN 
in cosponsoring S. 1721, a bill designed 
to strengthen congressional oversight 
of intelligence activities by giving the 
force of law to the guidelines recently 
established by the President. This bill 
unequivocably sets forth the responsi
bilities of both the President and the 
Congress regarding covert activities. 
The President would be authorized, by 
statute, to carry out covert activities, 
but such activities would be specifical
ly prohibited from violating any U.S. 
law. 

This legislation, through its 
strengthening and delineation of the 
congressional oversight process, would 
protect this country against a recur
rence of the events which have so 
painfully unfolded over the past year. 

Specific provisions of S. 1721 address 
the issue of congressional notification 
by requiring, except in the most ex
traordinary circumstances, when 
events require the President's immedi
ate response, that at least the leader
ship of the intelligence committees 

and the Congress be notified within 48 
hours of the finding being signed by 
the President. The bill also would re
quire consultation between the Presi
dent or his representatives and the in
telligence committees prior to the ini
tiation of a covert activity. Retroactive 
findings would be prohibited, and 
third party involvement, such as that 
of a foreign country, as well as what
ever agency or department of the U.S. 
Government is charged with executing 
the activity, must be identified. 

Through the establishment of a 
comprehensive system for congression
al notification of planned covert activi
ties, this legislation would prevent the 
abuse of power which characterized 
the sale of arms to Iran and the diver
sion of profits from those sales to the 
Contras and private entrepreneurs. 

INDEPENDENT INSPECTOR GENERAL AT CIA 

I was also pleased to join Senator 
SPECTER in sponsorship of his bill, S. 
1818, the National Security Reform 
Act, which would establish for the 
first time an independent office of in
spector general at the Central Intelli
gence Agency, a post which would 
both enhance the accountability of 
the CIA and act to deter abuses, such 
as those which occurred as a result of 
the CIA's clandestine support of 
arming the Contras. 

As described in the congressional 
committees' report on its investigation 
of the Iran-Contra affair, the CIA's in
spector general "appears not to have 
had the manpower, resources, or te
nacity to acquire key facts uncovered 
by other investigations." 

Even if the CIA's present IG system 
were reinvigorated with increased re
sources and a more robust commit
ment to its task were made, such an 
internally appointed IG would lack 
the true independence necessary for 
real accountability. 

The independently appointed inspec
tor general created by this bill would 
provide the Congress, through its in
telligence committees, as well as the 
executive branch, through its reviews 
of CIA programs and accounts, with 
reliable and impartial reports. 

Under the bill, the inspector general 
would be appointed by the President, 
subject to Senate confirmation. The 
reports of this inspector general would 
be submitted to the Intelligence Com
mittee at least on a semiannual basis. 
The bill also includes safeguards to 
protect national security, allowing the 
Director of Central IntelUgence to 
stop an investigation if he determined 
an ongoing operation was involved 'Or 
that national security was jeo-plL'l'dized. 
In either instance, the Intenlgence 
Committees would be provided with 
the DCI's rationale for taking such 
action within 7 days. 

Like S. 1721, this bill also tightens 
the procedures for congressional noti
fication of covert activities in addition 
to establishing criminal penalties for 

any Federal employee who willfully 
provides false information to a com
mittee or subcommittee of the Con
gress. 

For some time now, the Intelligence 
Committee has been considering legis
lation and other measures designed to 
improve its ability to fulfill its over
sight obligations. Because the Senate 
depends on the Intelligence Commit
tee as its primary source of inf orma
tion about the activities of the intelli
gence community, this committee 
must have the tools adequate to per
form its task. These two bills would 
not only give the committee those 
tools, but the opportunities for abuses 
of power would be restricted and the 
environment in which our foreign 
policy objectives could thrive and our 
democratic institutions prosper would 
be enhanced as well.e 

INFORMED CONSENT: MICHIGAN 
e Mr. HUMPHREY. Mr. President, I 
ask that three letters be entered into 
the .CONGRESSIONAL RECORD following 
my remarks. As my colleagues know, 
each day I present the testimonial let
ters of women who have experienced 
abortions in the past. Their experi
ences make them uniquely qualified to 
render opinions on the need for in
formed consent legislation. Although 
the Supreme Court has decided that 
every woman has a constitutional 
right to abort her child throughout all 
9 months of her pregnancy, the Court 
did not revoke the freedom of the 
woman to choose life for her baby. 
This freedom of choice is impeded by 
the real situation of abortion on 
demand. S. 272 and S. 273 will restore 
the basic rights of pregnant mothers 
as they struggle to make the best deci
sions to deal with the lives of their 
children and themselves. 

The letters follow: 
JUNE 8, 1986. 

DEAR SENATOR GORDON HUMPHREY: On 
January 12, 1979, I went behind the closed 
doors of the abortion chamber and had an 
abortion which I really did not want. I re
ceived poor counseling-mostly I was told 
what a safe procedure it was and that it 
would just remove a mass of cells. I asked if 
it was safe and the lady who owned the 
abortion chamber said it was 99 percent 
safe. I even asked about complications. The 
only one she mentioned was a missed abor
tion and the fact that they would do an
other abortion on the next check up in that 
event. 

On the day I had my check up in Febru
ary of 1979, the abortionist told me every
Uling was fine and they had removed the 
"p:roducts of conception." He asked if I had 
:any questions. I asked why I still felt preg
nant. He said this was because of the hor
monal change in my body. 

On March 29, 1979, I went back again for 
another check up. The abortionist then said 
I probably had a cancerous tumor that 
comes from having an abortion. I Uk.ed if it 
could be the baby. He -Said definitely not 
and even internally examined me twice. In 
September of 1979, ·1 ·had a caesarian section 
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to bring into this world a baby boy that the 
abortionist missed-Praise the Lord! 

Thank you for caring about the mothers 
who feel their pregnancies are a problem. 
They need to be informed about fetal devel
opment and all the things that I was never 
told. 

LINDA VANDERVELDEN, 
Wisconsin Director, 

Women Exploited by Abortion. 

JULY 1986. 
DEAR SENATOR: I'm writing to support your 

efforts to inform women about abortion and 
what it entails. When I was seventeen, I 
became pregnant. I was scared and so was 
my boyfriend. We didn't know what to do. 
This was not a subject anyone talked about. 
I looked in the phone book and found a 
clinic that gave pregnancy tests and did 
abortions. So I made an appointment with 
the abortion clinic. 

I got there and there was a room full of 
young women. I was crying out of fear and 
shame. No one looked at you, everyone kept 
their heads down hoping not to see anyone 
they knew. First there was the pregnancy 
test confirming that I was pregnant. Next 
you gave them your $180 and you would see 
a "counselor" before going in to the doctor's 
room. 

The counselor asked if I was on any birth 
control and if I wanted some. I was so upset 
that she began counseling me, telling me 
some women use abortion as a form of birth 
control, some have ten or twelve and can 
still become pregnant. This did make me 
feel better knowing that just one abortion 
wouldn't be bad if some women have ten or 
twelve. Nothing was mentioned about the 
baby that was inside me. No information on 
the risks I was taking to my body and future 
child bearing. 

I am now twenty-four and married with a 
child. I'm very lucky and thankful. But I 
have since learned the truth of what abor
tion does to the child in your womb and the 
risks involved. I feel that every woman 
should be fully informed of what happens 
in an abortion. I thank you for your concern 
and time. 

Sincerely, 
MRS. LESLIE A. DENARDO, 

E. Lansing, MI. 

JULY 1986. 
DEAR SIR: Here is the experience of my 

abortion which has set my energies toward 
informing girls and women that deciding on 
an abortion does not eliminate the fear of 
being pregnant nor does it diminish the fact 
that you are a mother. Aborting my baby 
caused me much sorrow-many nights I 
would cry myself to sleep. I began to see a 
psychiatrist to help me deal with it. 

On February 2, 1984, I had my first preg
nancy aborted in which I was misled to be
lieve that it was my only alternative. I was 
single, twenty-two, and at the prime of my 
life. I made a phone call to a local clinic. I 
can recall only two questions that were 
asked: Cl> what my name was, and <2> if this 
was my first pregnancy. I was told that it 
would cost $245 and to bring cash only. I 
would have to bring someone with me to 
drive home after the abortion. 

At the doctors office, I was led to a room 
and left alone for ten minutes. Two medical 
personnel came in and one of them estimat
ed that I was about three months along. I 
was given a free, one month supply of birth 
control pills, and they asked me why I 
wanted the abortion. I answered that I had 
just moved to Maine from Arkansas, and I 
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felt alone. I also thought that it would hurt 
my parents to know. I began to cry. I was 
handed a form to sign; I do not recall any of 
the questions or statements, only that I was 
agreeing to the abortion. I was given a shot 
of Valium and was told that the suction 
method would used, causing some discom
fort. 

During the abortion, I remember wanting 
to sit up because I was having severe stom
ach cramps, but one of the assistants held 
my shoulders down. I remember that the 
one who was performing the abortion said, 
"Its all over with," and left the room. The 
assistant told me not to try to stand for 
awhile and then she left too. I sat up and 
saw a large glass canister. It finally dawned 
on me that my baby was in it. I kept saying 
over and over, "My God, my God!" Someone 
came into the room and covered the canister 
with a cloth and took it out, leaving me 
alone again. I dressed up in the numbness of 
the Valium and with the shock of knowing 
the reality of the abortion. I walked unas
sisted from the room to the waiting room 
barely able to focus my eyes to find my 
friend in the lobby. 

It took a very long time for me to recover 
mentally and emotionally. The self confi
dence that I once had was only rebuilt 
through outside sources. I got pregnant 
soon after the abortion and maybe it was to 
fill the void in my life. I made another ap
pointment for an abortion, but this time a 
friend and a family member supported me 
by accepting my situation and by offering a 
helping hand. I later became aware of pro
grams which can assist financially. It was 
knowing that I wasn't alone and the realiza
tion of how precious my baby was that 
brought joy to me during my months of 
pregnancy. 

I am still single, but I am happy and I 
enjoy watching my child grow from one 
stage to the next. I can't imagine what my 
life would be like if my little girl Jennifer 
had been aborted from my life. 

ANDREA ROGERS, 
E. Lansing, Ml. • 

SALUTE TO JACK STACKPOOL 
e Mr. DURENBERGER. Mr. Presi
dent, more than three decades have 
passed since I graduated from St. 
John's University, but I still remember 
the aggressive ballhandling and take
charge leadership of "fellow Johnny," 
Jack Stackpool. 

Jack was one of those unique stu
dent-athletes St. John's has become 
known for. He is a great inspiration to 
the students he has coached. And, I 
am proud to say, he is a good friend. 

Jack Stackpool's impressive resume 
was enhanced, Mr. President, through 
Jack's induction into the Minnesota 
Coaches' "Hall of Fame." Jack was in
ducted into this prestigious group of 
retired coaches on November 6 at a 
banquet in Minneapolis, along with 
Bill Selisker of Crosby-Ironton, Walt 
Williams of Minneapolis Southwest, 
and the late Ted Peterson, who was a 
long-time and well-known sportswrit
er. 

Although he has retired from coach
ing after 25 years, Jack is still a social 
studies teacher and athletic director at 
Glenwood High School. Previously, he 

taught and coached at Wabasha and 
Foley. 

Jack has always been willing to give 
of his time to his profession, having 
served as president of the State coach
es association, game manager for the 
first two State high school all-star bas
ketball games, and as district and re
gional representative to the Minnesota 
State High School League. 

Mr. President, because of his out
standing contributions to the educa
tion and athletic accomplishments of 
young athletes over more than a quar
ter century, I ask that a letter from 
me to the Minnesota Coaches Associa
tion and an article on Jack Stackpool 
from the West Central Tribune in 
Willmar, MN, be printed in the 
RECORD. 

The material ref erred to follows: 
NOVEMBER 6, 1987. 

Mr. JACK STACKPOOL, Mr. BILL SELISKER, Mr. 
WALT WILLIAMS, Mrs. TED PETERSON, c/o 
Minnesota Coaches Association, Minne
apolis, MN. 
DEAR FRIENDS: It's an honor for me to 

extend greetings and my personal congratu
lations as you are inducted into the Minne
sota Coaches "Hall of Fame." 

As the son of a college athletic director, I 
saw at a very early age the benefits of par
ticipation in school sports. And, as the 
father of four very sports-minded sons, I've 
been reminded over and over again how 
much coaches contribute to the lives of the 
student/athletes they work with. These con
tributions are made both to physical fitness 
and athletic skills, and to the mental atti
tude and values which young people carry 
with them for the rest of their lives. 

As new members of the Minnesota Coach
es "Hall of Fame," you are being recognized 
by your peers as the "cream of the crop," in 
coaching in Minnesota. As a "fellow
J ohnny", I'm particularly pleased to see 
Jack Stackpool receive this coveted honor. 
Each of you are very special people who are 
most deserving of this high honor. 

It's very fitting that Ted Peterson is 
among this year's "Hall of Fame" inductees. 
I was an avid reader of Ted's sports-writing 
and know that he is missed by all those who 
counted on his colorful, yet fair reporting of 
high school and other sports over an entire 
career. 

Thanks to each of you for your contribu
tions. And, best of luck to all Minnesota 
coaches in the future. 

Sincerely, 
DAVE DURENBERGER, 
United States Senator. 

[From the West Central Tribune, Aug. 28, 
19871 

COACHING GROUP HONORS STACKPOOL 
<By Bruce Strand> 

GLENWoon.-Jack Stackpool has always 
said "yes" to getting involved in projects 
that promote Minnesota high school basket
ball. 

In recognition, the Minnesota Basketball 
Coaches Association has said "yes" to Glen
wood's nomination of Stackpool to the state 
coaches Hall of Fame. 

Stackpool, 53, a social teacher and athletic 
director at Glenwood, coaches 25 years at 
Wabasha, Foley and Glenwood. The associa
tion honors only retired coaches. 
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He'll be inducted Nov. 6 at a banquet in 

• Minneapolis, along with Bill Sellisker of 
Crosby-Ironton. Walt Williams of Minne
apolis Southwest, and the late sportswriter 
Ted Peterson of Minneapolis and Alexan
dria. 

"It's an excellent honor," said Stackpool. 
"You always try to do the best you can as 
you coach, and this is something nice added 
on by my fellow coaches." 

Stackpool held several offices, including 
president, with the state coaches associa
tion. He served as game manager for the 
first two state high school all-star basket
ball games. He was district and region repre
sentative for many years. 

The MBCA's criteria for Hall of Fame se
lection are: < 1) demonstrating a dedication 
to the highest value of competitive high 
school basketball, (2) conducting programs 
in a beneficial way for players, schools, and 
community, and (3) membership and par
ticipation in the MBCA and its parent orga
nization. 

This is the fourth year of the Hall of 
Fame. Twenty-one persons have been in
ducted. Stackpool is the first from the Trib
une area. 

Stackpool was nominated by his longtime 
assistant, Donald Torgerson, and his succes
sor, John Holsten, along with Albany athlet
ic director Pete Herges and Starbuck coach 
Greg Starns. 

"Jack proved himself in many ways as a 
coach," said Herges, himself a Football 
Coaches Hall of Fame member. "His teams 
were always very well prepared, and his abil
ity to adjust to various changes in the game, 
I think were responsible for conference 
championships he won at Foley. 

"Ethically, he's a person to look up to, one 
you'd like to have your son play for. " 

Torgerson cited Stackpool for being "a 
leader in our district and region . . . He likes 
to take charge and see that things are done 
correctly." 

Stackpool is a native of Chicago, where he 
played prep basketball for Johnny Dee, a 
former Notre Dame standout who would 
eventually coach at that university. Dee's 
ex-teammate, Buster Hiller, coached at St. 
John's and Dee steered Stackpool there. 

He played basketball at St. John's, where, 
ironically, he once guarded co-inductee Sel
lisker in a game in which the Johnnies 
ended a long losing streak against Hairline. 

After earning his degree at St. John's-a 
masters in education with emphasis on po
litical science from St. Cloud came later
Stackpool served in the Army for two years 
before starting his teaching/coaching 
career. 

Stackpool never got into a state tourna
ment, but established winning traditions at 
all his locations while promoting the sport 
in those extra-capacities. 

Being active is a family trait. 
His wife, Mary, teaches a Partners in Agri~ 

culture program (for farm wives) at Alexan
dria Vo-Tech, and ran unsuccessfully for 
the state senate last year. 

Their youngest son, Tom, was the Tri
bune's 1978 Hengstler-Ranweller Award 
<top area senior athlete> recipient as a four
sport star. He's now a graduate basketball 
coaching assistant at University of North 
Dakota, after coaching at Perham for four 
years. 

Oldest son Mike, a drama standout at 
Glenwood, now works in a psychiatric hospi
tal in Denver. Another son, Dick, a football/ 
track star at Glenwood, has two college de
grees and is involved in the insurance busi
ness in Dallas. Daughter Ann, an all-state 

musician in high school, does social work in 
Cambridge. 

"I guess I'm a proud father," he said after 
rattling off his offspring's achievements in 
response to a reporter's question. 

He took pride in his coaching, too. In both 
his kids and his job, it showed.e 

HUMAN RIGHTS DAY 
THE PERSECUTION OF THE BAHA'IS 

•Mr. HEINZ. Mr. President, today we 
observe Human Rights Day, the 39th 
anniversary of the signing of the Uni
versal Declaration of Human Rights. 
Unfortunately, we observe this day 
more to note the denial of human 
rights in many places than to cele
brate their actual observance around 
the world. 

One place where the denial of basic 
human rights is expecially disturbing 
is Iran. In Iran, a religious minority 
the Baha'is, continue to suffer what 
can only be called barbaric persecu
tion. 

Not long ago the intolerant Islamic 
government of Iran executed two 
Baha'is, whose only crime was to pro
fess a faith not allowed under the ex
treme and distorted version of Islam 
practiced by the mullahs of Tehran. 
Now, five more Iranian Baha'is have 
been arrested, and another 12 already 
languishing in Iranian prisons are 
threatened with execution. 

Some human rights problems are 
surrounded with controversy. There is 
no doubt about the persecution of 
Iran's Baha'is. It is documented in a 
recent report by the United Nations 
Special Representative on human 
rights, who collected eye-witness ac
counts of this persecution. The United 
Nations itself acted on this report, 
condemning the barbaric Iranian Gov
ernment behavior towards the Baha'is 
in a resolution passed last month. 

There is no doubt about the persecu
tion of Iranian Baha'is-the only ques
tion is whether we will continue to 
speak out and demand that the barba
rism come to an end. 

Each time I have spoken out on the 
repugnant official Iranian abuse of 
the Baha'i community, I have noted 
that this persecution runs counter to 
the spirit and traditions of Islam. 
Islam is not a religion of intolerance, 
of persecution, of attacks on loyal and 
peaceful groups who are outstanding 
members of the community. This is a 
perversion of Islam. It is an uncon
scionable violation of universally rec
ognized human rights. 

On Human Rights Day, let us re
member a minority that suffers in a 
remote place, away from the spotlight 
of international publicity. The Baha'is 
of Iran suffer for their faith. We must 
make their faith in our vigilance, our 
concern, a well-founded one by never 
letting their plight slip from the 
agenda of the world's urgent humani
tarian issues.e 

CONCERNED CITIZENS FOR 
DEMOCRACY 

e Mr. HUMPHREY. Mr. President, 
this Saturday the organization "Con
cerned Citizens for Democracy" is 
hosting a luncheon in Miami in honor 
of freedom fighters around the world. 

This is a very timely meeting. There 
has been a great deal of euphoria and 
hoopla surrounding the summit con
ference that has blurred our percep
tion of the true nature of Soviet com
munism. This meeting will provide a 
badly needed forum for those fighting 
for freedom to put the events of the 
past couple days into perspective. 

Freedom fighters in countries such 
as Afghanistan, Cuba, Nicaragua, 
Angola, Mozambique, Ethiopia, East
ern Europe, and the Soviet Union 
know the other side of Mikhail Gorba
chev's smile. Freedom fighters and 
their representatives have converged 
upon Washington in recent days, to 
remind us that despite the smiles and 
optimism of recent days, millions of 
people continue to suffer under the 
yoke of communism. 

In Afghanistan, 120,000 Soviet 
troops continue to wage genocide 
against an innocent civilian popula
tion. Soviet aggression against that 
nation is directly responsible for creat
ing the largest refugee population in 
the world. A new report on human 
rights in Afghanistan, financed by the 
Government of France, estimates that 
1.24 million Afghans have died as a 
result of direct Soviet aggression in 
Afghanistan. That's 9 percent of the 
population. That's equivalent to more 
than 20 million dead Americans. There 
has been much talk in recent days 
about how Mr. Gorbachev is trying to 
"withdraw" from Afghanistan. The 
facts however show that Soviet aggres
sion against the Afghans and neigh
boring Pakistan has increased since 
Mr. Gorbachev came to power rather 
than decreased. 

Afghanistan is but one brutal exam
ple, Mr. President. Much closer to 
home, we can point to aggression in 
Nicaragua and Cuba. I salute "con
cerned citizens for democracy" for f o
cusing their attention on the plight of 
the "captive nations" of the world. 
President Reagan appropriately hon
ored Carlos Perez, the chairman of 
"Concerned Citizens for Democracy" 
in his 1984 State of the Union address. 
As a victim of Castro's oppression in 
Cuba, Carlos understands the dangers 
in trusting Communist protestations 
of "peace" and "goodwill." Actions 
speak for themselves. 

Despite the media portrayal of the 
Soviet system and the Soviet leader as 
moral equivalents of American democ
racy and the president of that democ
racy, the fact remains there is a very 
fundamental difference between them. 
The ethical basis of our system is the 
consent of the governed. The ethical 
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basis of communism is deceit, force, 
and terror. That difference remains, 
despite Mr. Gorbachev's smile, and we 
will be faithful to the birthright of 
our children if we keep it firmly in 
mind. 

Mr. President, I commend, "Con
cerned Citizens for Democracy" on the 
occasion of their important meeting 
on Saturday.e 

FRAUD OF THE DAY-PART 21 
•Mr. HEINZ. Mr. President, since 
September I have been bringing to the 
Senate's attention a growing list of 
cases of customs fraud which demon
strate the need for legislation like the 
Senate amendment creating a private 
right of action against customs fraud 
to combat this illegal activity. 

Today I want to discuss one of the 
most serious frauds of all-the fraud 
being perpetrated by the opponents of 
the Senate amendment in the form of 
irrational scare stories about it. 

Several weeks ago as part of my 
series on customs fraud, I discussed
and disposed of-the concern that a 
private right of action would be used 
to bring frivolous claims for the pur
pose of harassing innocent parties. I 
responded to that scare story by de
scribing in some detail how the Feder
al courts are now effectively dealing 
with frivolous lawsuits by imposing 
sanctions pursuant to rule 11 of the 
Federal Rules of Civil Procedure. 

Today more than ever, thanks to the 
changes made in the 1983 amendments 
to rule 11, there is no doubt that it 
provides a comprehensive and eff ec
tive method of policing litigation in 
the Federal courts. 

Today I want to point out that the 
States have understood the usefulness 
of rule 11 even if those who oppose 
the Senate amendment have not. 
While rule 11 does not apply to actions 
brought in State courts, and, of 
course, the Senate amendment does 
not affect State courts since actions 
under it could only be brought in the 
Court of International Trade, the 
States have recognized the potential 
of frivolous lawsuits in a variety of 
areas aside from customs fraud and 
have enacted legislation similar to rule 
11. This year alone a cursory survey 
reveals that at least 11 State legisla
tures have introduced and approved 
bills to deal with frivolous litigation. 
These States include: Alabama, Arkan
sas, Colorado, Connecticut, Idaho, Ne
braska, North Dakota, Ohio, Texas, 
Virginia, and Washington. 

What has impressed me most of all 
about these bills, Mr. President, is the 
degree to which they resemble Federal 
rule 11. The statute enacted in the 
State of Virginia, for example, reads 
almost verbatim like its Federal coun
terpart. Virtually every State that has 
acted has included a provision award
ing costs and attorney fees for bring
ing a claim which lacks a basis in fact 
or law. The similarity to the Federal 
approach is more than coincidence. It 
stands as a convincing testimonial of 
the soundness and effectiveness of 
rule 11 and the ability of the courts to 
deal with sham lawsuits. 

In conclusion, I hope that all my col
leagues will support the customs fraud 
amendment and will not allow them
selves to be sidetracked by irrelevant 
and fraudulent arguments against it 
from those who simply have little in
terest in doing anything about the 
fraud problem. It would be a terrible 
mistake not to enact this amendment 
because of an ill-founded concern over 
frivolous or harassing claims.e 

NOMINATION OF ANN DORE 
McLAUGHLIN 

Mr. BYRD. Mr. President, I ask 
unanimous consent that it be in order 
as in executive session to order the 
yeas and nays on the nomination of 
Ann Dore McLaughlin, of the District 
of Columbia, to be Secretary of Labor. 

The PRESIDING OFFICER. Is 
there objection? Without objection it 
is so ordered. 

Mr. BYRD. Mr. President I ask for 
the yeas and nays on the nomination. 

The PRESIDING OFFICER. Is 
there a sufficient second? There is a 
sufficient second. 

The yeas and nays were ordered. 
Mr. BYRD. Mr. President, I have 

discussed this request with the distin
guished Republican leader. 

Mr. President, I ask unanimous con
sent that at the hour of 9:15 tomor
row, the Senate go into executive ses
sion; that there be 15 minutes of 
debate on the nomination of Ann Dore 
McLaughlin to be Secretary of the De
partment of Labor; that time for 
debate be equally divided between Mr. 
KENNEDY and Mr. HATCH; that at the 
hour of 9:30 a.m., the Senate proceed
ed to vote on the nomination; that 
that vote, which has been ordered to 
be a rollcall vote, be a 30-minute roll
call vote; that the call for the regular 
order occur at the hour of 10 a.m.; 
that upon the disposition of the nomi
nation, the motion to reconsider be 
laid on the table; that the President be 

notified of the confirmation of the 
nomination; and that the Senate then 
resume legislative session. 

The PRESIDING OFFICER. With
out objection, it is so ordered. 

ORDERS FOR FRIDAY RECESS 
UNTIL 9 A.M. 

Mr. BYRD. Mr. President, I ask 
unanimous consent that when the 
Senate completes its business today, it 
stand in recess until the hour of 9 
o'clock. 

The PRESIDING OFFICER. With
out objection, it is so ordered. 

ORDER FOR MORNING BUSINESS 

Mr. BYRD. Mr. President, I ask 
unanimous consent that following the 
prayer by the Chaplain, there be a 
period for morning business to extend 
until the hour of 9:15 a.m., and that 
Senators may speak during the period 
for not to exceed 5 minutes each. 

The PRESIDING OFFICER. With
out objection, it is so ordered. 
VITIATION OF ORDER FOR RECOGNITION OF THE 

TWO LEADERS 

Mr. BYRD. Mr. President, both the 
majority leader and the minority 
leader will be at the White House 
when the Senate convenes at 9 a.m. I 
therefore ask unanimous consent that 
the order for the recognition of the 
two leaders under the standing order 
be vitiated. 

The PRESIDING OFFICER. With
out objection, it is so ordered. 
ORDER FOR CONSIDERATION OF THE CONTINUING 

RESOLUTION, HOUSE JOINT RESOLUTION 395 

Mr. BYRD. Mr. President, I ask 
unanimous consent-and this, of 
course, is not being done without the 
knowledge of the Republican leader
that upon the return to legislative ses
sion under the order, following the dis
position in executive session of the 
nomination aforementioned, the 
Senate proceed to the consideration of 
Calendar Order No. 465, House Joint 
Resolution 395, the continuing resolu
tion. 

The PRESIDING OFFICER. With
out objection, it is so ordered. 

RECESS UNTIL 9 A.M. 
Mr. BYRD. Mr. President, if there 

be no further business to come before 
the Senate, I move, in accordance with 
the order entered, that the Senate 
stand in recess until the hour of 9 
o'clock this morning. 

The motion was agreed to; and at 
12:12 a.m. the Senate recessed until 
Friday, December 11, 1987, at 9 a.m. 
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